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WEDNESDAY, JULY 11, 1917. 

United States Senate, 
Committee on Civil Service and Retrenchment, 

Washington^ D, C. 

The committee met, pursuant to call, at 11.15 o'clock a. m. in room 
266, Senate Office Building, Senator Kenneth D. McKellar presiding. 

Present: Senators McKellar (chairman), Johnson, and Wolcott. 

Also present : Mr. Robert H. Alcorn, Mr. Daniel Goldschmidt, Mr. 
Llewellyn Jordan, Mr. J. M. McConnell, Mr. Edward Murphy, Mr. 
Arthur E. Holder, and Mrs. Ruth De Havens. 

The Chairman. The committee will come to order. I was detained 
by a roll call of the Senate. 

There are several bills pending in committees of both branches of 
Congress relating to the subject now under consideration. I shall in- 
corporate in the record the three that have been so far introduced 
in the Senate (S. 157, 281, and 633), each of which are very similar. 

(The bills referred to above are here printed in full, as follows:) 

S. 167. A BILL To provide for the retirement of employees In the civil service. 

Be it enacted by the Senate and House of Representatives of the United States 
of America in C(mgress assembled. That, beginning with the first day of July 
next following the passage of this act, all employees in the classified <!lvil 
service shall be eligible for retirement as hereinafter provided. 

Sec. 2. That any employee In the classified civil service who has served the 
United States for thirty years or more shall, upon his or her request, be retired 
from the service on an annuity of fifty per centum of Ills or her annual salary 
based upon the average annual salary, pay, or compensation he or she may have 
received for the five years next preceding retirement. Any employee in the 
classified civil service who has served the United States for a period of from 
twenty-five to thirty years shall, upon his or her request, be retired from the 
service on an annuity of forty-five per centum of his or her annual salary, based 
upon the average annual salary, pay, or compensation be or she may have re- 
ceived for the five years next preceding retirement. Any employee in the 
classified civil service who has served the United States foi: a period of from 
twenty to twenty-five years shall upon his or her request, be retired from the 
service on an annuity of forty per centum of his or her annual salary, based 
upon the average annual salary, pay, or compensation he or she may have 
received for the five years next preceding retirement. 

Sec. 3. That no employee provided for in thi.s act shall be retained in the 
service after arriving at the age of seventy years. 

Sec. 4. That the payments provided for in this act shall be paid quarterly 
throughout the life of the employee. 

Sec. 5. That any employee to whom this act applies who has served the 
United States for not less than five years, and who, by reason of accident or 
illness not due to vicious habits and without fault or delinquency on his or 
her part, has become disabled shall be retired from the service on certificate 
from the head of the department or Independent ofl[lce In which he or she is 
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employed to the Secretary of the Treasury setting forth such disahilitles, and 
on the approval of the Secretary of the Treasury he or she shall receive an 
annuity, payable quarterly, of thirty per centum of his or her annual salary, 
based upon his or her average annual salary, pay, or compensation for the 
five years next preceding his or her retirement, for from five to ten years of 
service; forty per centum for- from ten to twenty years of service; fifty per 
centum for from twenty-one years and over. 

Sec. 6. That for the purposes of this act the period of service shall be com- 
puted from original employment, whether as a classified or unclassified em- 
ployee, and shall include periods of service at different times, and service in 
one or more departments, branches, or independent offices of the Government, 
the Signal Corps prior to July first, eighteen hundred and ninety-one, and the 
general service in or under the War Department prior to May sixth, eighteen 
hundred and ninety-six. 

Sec. 7. That the Secretary of the Treasury is hereby authorized and directed 
to pay, out of any moneys in the Treasury not otherwise appropriated, a sum 
sufficient to carry out the purposes of this act. 

Sec. 8. That the Secretary of the Treasury is hereby authorized to perforin, 
or cause to be performed, any and all acts and to make such rules and regula- 
tions as may be necessary and proper for the purpose of carrying the provisions 
«>f this act into full force and effect. 

S. 281. A BILL For the retirement of employees in the classified civil service. 

Be it enacted by the Sen-ate and House of Representatives of the United 
States of America in Congress assembled. That beginning on the first day of 
July next following the passage of this act all employees in the classified civil 
service of the United States who have reached the age of seventy years shall 
be eligible for retirement on an annuity as hereinafter provided; on the suc- 
ceeding first day of July the retirement age shall be sixty-nine years; on the 
next succeeding first day of July the retirement age shall be sixty-eight years ; 
on the next succeeding first day of July the retirement age shall be sixty-seven 
years; on the next succeeding first day of July the retirement age shall be 
sixty-six years; on the next succeeding first day of July and thereafter the 
retirement age shall be sixty -five years: Provided, That mechanics, city and 
rural letter carriers, and railway mail clerks shall be eligible for retirement at 
sixty-two years of age: And provided further. That fourth-class postmasters 
shall not be included in the provisions of this act. 

Sec. 2. That for the purpose of determining the amount of annuity which 
retired employees shall receive the following classifications and rates shall be 
established : 

Class A shall include all employees to whom this act applies who have served 
the United States for a total period of thirty years or more. 

Class B shall include all employees to whom this act applies who have 
served the United States for a total period of twenty-five years or more, but 
less than thirty years. 

Class C shall include all employees to whom this act applies who have served 
the United States for a total period of twenty years or more, but less than 
twenty-five years. 

Class D shall include all employees to whom this act applies who have 
served the United States for a total period of fifteen years or more, but less 
than twenty years. 

The annuity to a retired employee in class A shall equal fifty per centum of 
such employee's average annual salary, pay, or compensation from the United 
States for the ten years next preceding the date retirement is to begin: Pro- 
vided, That in no case shall an annuity in this class exceed $600 per annum. 

The annuity to a retired employee in class B shall equal forty per centum of 
sucrh employee's average annual salary, pay, or compensation from the United 
States for the ten years next preceding the date retirement is to begin: Pro^ 
vided, That in no case shall an annuity in this class exceed $540 per annum. 

The annuity to a retired employee in class C shall equal thirty per centum 
of such employee's average annual salary, pay, or compensation from the United 
States for the ten years next preceding the date retirement is to begin: Pro- 
vided, That in no case shall an annuity in this class exceed $480 per annum. 

The annuity to a retired employee in class D shall equal twenty-five per 
centum of such employee's average annual salary, pay, or compensation from 
the United States for the ten years next preceding the date retirement is to 
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begin: Provided, That in no case shall an annuity in this class exceed $420 
per annum. 

Sec. 3. That for the purpose of this act the period of service of an employee 
in the classified civil service shall be computed from original employment, 
whether as a classified or unclassified employee in the civil service of the 
United States, and shall include periods of service at different times and 
services in one or more departments, branches, or independent offices of the 
Government, and shall also include service performed under authority of the 
United States beyond seas, and honorable service in the Army, Navy, or Marine 
Ck)rps of the tJnited States, either Regular or Volunteer: Provided, That in 
the case of an employee who is eligible for, and elects to receive, a pension on 
account of disability incurred in the line of duty, the period of his military 
or naval service shall not be included for the purpose of classification as de- 
fined in section two of this act. 

Sec. 4. That the i)rovisions of this act shall include employees of the Library 
of Congress and the Botanic Gardens, excepting such persons as may be 
appointed by the President and confirmed by the Senate, and may be extended 
by Executive order upon recommendation of the Civil Service Commission to 
include any employee or group of employees in the civil service of the United 
States not classified at the time of the passage of this act. The President shall 
have power, in his discretion, to exclude from the operation of this act any 
employee or group of employees whose tenure of office is intermittent or of 
uncertain duration. 

Sec. 5. That any employee to whom this act applies who shall have served 
the United States for a total period of not less than fifteen years, and who, by 
reason of the exigencies of the service, or on account of accident or illness not 
due to vicious habits or intemperance, and without fault or delinquency on 
bis or her part, has become disabled before reaching the retirement age as pre- 
scribed in section one of this act, so as not to be fitted for useful and efficient 
service to the Government, shall, upon his or her request, or upon the order ol 
the head of the department, branch, or independent oflice of the Government 
in which such employee is employed, be retired on an annuity based on length 
of service and average salary, pay, or compensation as prescribed In section 
two of this act : Provided, hotcever. That no employee to whom this act applies 
shall be retired under the provisions of this section until after he or she shall 
have been duly examined by a board of examining surgeons of the Bureau of 
Pensions and the applicant's case passed upon by the Commissioner of Pensions 
and by the head of the department, branch, or independent office of the Gov- 
ernment in which such employee is employed. Each member of each examining 
board shall receive the sura of $3 for the examination of each applicant when- 
ever five or a less number shall be examined on any one day, and $1 for the 
examination of each additional applicant on such day: Provided, That no fee 
shall be paid to any member of an examining board unless personally present 
and assisting in the examination of the applicant. 

Sec. 6. That any person who shall have been retired on an annuity because 
of disability as defined in section five of this act, and who shall subsequently 
recover from such disability before the retirement age, may, upon application, 
be reinstated in the civil service of the United States upon certification by the 
Civil Service Commission without the formality of examination. 

Sec. 7. That all employees to whom this act applies shall, on arriving at the 
age of retirement as defined in section one, be automatically separated from the 
service: Provided, That if not less than ninety days before the arrival of an 
employee at the age of retirement the head of the department, branch, or inde- 
pendent office of the Government in which he or she Is employed certifies to the 
Civil Service Commission that by reason of his or her efficiency and his or her 
willingness to remain In the civil service of the United States the continuance 
of such employee therein would be advantageous to the public service, sucn 
employee may be retained for a terra not exceeding two years upon certification 
by the Civil Service Commission; and at the end of the two years he or she 
may by similar certification be continued for an additional term of two years, 
and so on : Provided, hoivever. That at the end of ten years after this act 
b<H?omes effective no employee shall be continued in the civil service of the 
United States beyond the age of seventy years. 

Sec. 8. That each employee who may become eligible for retirement as pro- 
vided In this act shall, not less than sixty days before reaching the retirement 
age, file with the Commissioner of Pensions, in such form as he may prescribe, 
an application for annuity, and said application shall be supported by a 
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certificate from the Civil Service Commission, or from the head of the depart- 
ment, branch, or independent office of the Government in which the applicant 
has been employed, stating the age and period or periods of service of the 
applicant and salary, pay, or compensation received, as shown by the official 
records: Provided, Itowever, That in the case of an employee who is to be 
continued in the service of the United States beyond the retirement age as 
provided in section seven of this act no application for retirement and annuity 
as herein prescribed shall be filed with the Commissioner of Pensions: And 
provided further. That failure to apply for retirement and annuity within sixty 
days of reaching the retirement age because of the pendency of an application 
for retention in the civil service shall not be construed to deprive any i)erson 
of retirement and annuity. 

Upon receipt of satisfactory evidence the Commissioner of Pensions -shall 
forthwith adjudicate the claim of the applicant, and, if title to an annuity is 
established, a proper certificate shall be issued to the annuitant under the seal 
of the Department of the Interior, and such certificate shall become evidence 
of the right of the annuitant to the annuity as therein defined. 

Skc. 9. That every employee to whom this act applies who shall continue in 
the civil service after the passage of this act, as well as every person to whom 
this act applies who may hereafter be appointed to a position or place, shall 
be deemed to consent and agree to the deductions made and provided for here- 
inafter, and payment with such deductions shall be a full and complete dis- 
charge and acquittance of all claims and demands whatsoever for all regular 
services rendered by such person during the period covered by such payment, 
except his or her claim for the benefits to which he or she may be entitled under 
the provisions of this act, notwithstanding the provisions of sections one hun- 
dred and sixty-seven, one hundred and sixty-eight, and one hundred and sixty- 
nine of the Revised Statutes of the United States, and of any other law, rule, or 
regulation affecting the salary, pay, or compensation of any person or persons 
employed in the civil service to whom this act applies. 

Sisc. 10. That, beginning on the first day of the second month after the month 
in which this act is approved, there shall be deducted and withheld from the 
salary, pay, or compensation of each person to whom this act applies a sum 
equal to two per centum of such person's salary, pay, or compensation: 
Provided, That not more than $50 shall be so withheld and deducted from the 
salary, pay, or compensation of any individual in any one fiscal year. The 
Secretary of the Treasury shall cause to be deducted from all specific appro- 
priations for salaries or compensation of such employees and from all allot- 
ments out of lump-sum appropriations for payments of salaries or compensation 
of such employees a sum equal to two per centum of such salaries or com- 
pensation, but not more than $50 on account of any position for any fiscal year, 
and said sums shall be transferred on the books of the Treasury Department to 
the credit of a special fund to be known as " the civil-service retirement and 
disability fund," which fund is hereby appropriated for the payment of 
annuities, refunds, and allowances as provided in this act. There is also ap- 
propriated, out of any moneys in the Treasury not otherwise appropriated, a 
sum which, when added to the two per centum transferred from other appro- 
priations under the provisions of this act, shall be sufficient to make payments 
provided by this act. 

Sec. 11. That annuities as herein provided shall be paid monthly, and checks 
shall be issued and mailed to the last known address of the annuitant on the 
first business day of the month succeeding the month in which the annuity 
becomes due: Provided, That where an annuitant is laboring under legal dis- 
abilities the annuity in such cases may be paid to the duly appointed guardian. 

Sec. 12. That the payment of annuities, as provided in this act shall cease 
and determine upon the death of the annuitant, excepting thai; any amount of 
annuity which had accrued up to the time of the annuitant's death shall be 
paid to his or her legal representatives upon the establishment of a valid claim 
therefor. 

Sec. 13. That in the case of an employee in the classified civil service of the 
United States who is transferred to an imclassified position, and in the case of 
any employee to whom this act applies who becomes absolutely separated from 
the service before reaching the retirement age the total amount of deductions 
of salary, pay, or compensation shall, upon application, be returned to such 
employee; and in case the death of an employee occurs before reaching the 
retirement age, or before establishing a valid claim for annuity, the total 
amount of deductions may be paid to the legal representatives of such employee. 
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Sec. 14. That for the purpose of administration, except as otherwise provided 
herein, the Commissioner of Pensions, under the direction of the Secretary of 
the Interior, be, and is hereby, authorized and directed to perform, or cause to 
be performed, any and all acts and to malce such rules and regulations as may 
be necessary and proper for the purpose of carrying the provisions of this act 
into full force and effect. 

Sec. 15. That an appeal may be taken to the Secretary of the Interior from 
the final action or order of the Commissioner of Pensions in all matters relating 
to the granting or payment of annuities, refunds, or allowances provided in this 
act, and such appeal shall be acted upon in accordance with the existing rules 
and practice of the Department of the Interior governing pension appeals. 

Sec. 16. That payment of annuities, refunds, and allowances as herein pro- 
vided shall be made by the disbursing clerk for the payment of pensions, and 
with the approval of the Secretary of the Interior, checks in payment of annui- 
ties may be drawn without separate vouchers or receipts, but in such form as 
to protect the United States against loss : Provided, That vouchers shall be re- 
quired in all cases in which payment of annuities, refunds, or allowances are 
to be made to some person other than the annuitant, and in all other cases in 
which the Secretary of the Interior may deem it necessary. 

Sec. 17. That it shall be the duty of the head of each executive department 
and the head of each independent establishment of the executive branch of the 
Government not within the jurisdiction of any executive department to report 
to the Civil Service Commission, in such manner as said commission may 
prescribe, the name and grade of each employee to whom this act applies in or 
under said department or establishment who shall be at any time in a nonpay 
status, showing the dates such employee was in a nonpay status, and the amount 
of salary, pay, or compensation lost by the employee by reason of such absence. 
The Civil Service Commission shall keep such record of appointments, transfers, 
changes in grade, separations from the service, and losses of pay as shall enable 
It to supply the Commissioner of Pensions, on request, with accurate informa- 
tion as to the « mount of salary, pay, or compensation deducted and withheld 
from any individual under the provisions of this act. 

Sec. 18. That none of the moneys mentioned in this act shall be assignable, 
either In law or equity, or be subject to execution, levy, or attachment, garnish- 
ment, or other legal process. 

Sec. 19. That for clerical and other services and all other expenses necessary 
in carrying out the provisions of this act, there is hereby appropriated the sum 
of $50,000 out of any moneys in the Treasury not otherwise appropriated, which 
sum shall be immediately available and continue available until the end of the 
fiscal year next after the passage of this act, and of this sum $20,000, or so much 
thereof as may be necessary, shall be expended under the direction of the Sec- 
retary of the Treasury, and $30,000, or so much thereof as may be necessary, 
shall be expended under the direction of the Secretary of the Interior ; there- 
after each officer shall include in his annual estimate of appropriations a sum 
sufficient to continue this act in full force and effect. 

Sec. 20. That all laws and parts of laws inconsistent with this act are herebjr 
repealed. 

S. 638. A BILL For the retirement of employees in the classified civil service. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That beginning w'th the first day 
of July next following the passage of this act there shall be deducted and 
withheld from the monthly salary, pay, or compensation of every officer or 
employee of the United States to whom this act applies an amount computed 
to the nearest tenth of a dollar that will be sufficient, w'th interest thereon at 
four per centum per annum, compounded annually, to purchase from the United 
States an annuity, payable quarterly throughout life, for every such employee 
on arrival at the age of retirement, as herein provided. The deductions herein 
provided for shall, in the case of employees who are :n service of the Govern- 
ment at the time this act goes into effect, not to exceed eight per centum of the 
said salary, pay, or compensation; and shall be based on such annuity tables 
as the Secretary of the Treasury may direct, and interest at the rate of four 
per centum per annum, compounded annually, and shall be varied to corre- 
spond to any change In the rate of salary, pay, or compensat'on of the em- 
ployee : Provided, however, That the deductions made from the salary, pay, or 
compensation of persons hereafter entering the service shall not exceed eight 
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per centum thereof and such persons shall be entitled to such annu'tles only as 
said deductions with accumulat'ons of interest thereon will purchase. 

Sec. 2. That the amounts so deducted and withheld shall be deposited in the 
Treasury of the United States and credited, with interest thereon, to an indi- 
vidual account of the officer or employee from whose salary, pay, or compen- 
sat'on the deduction is made, and the Secretary of the Treasury is hereby 
directed to invest and reinvest such funds or any portion of such funds in any 
of the following securities, namely : Bonds of the United States, bonds issued 
under the provisions of the Feiieral farm loan act, bonds or other interest- 
bearing obrgations of any State of the United States, or any county or municipal 
bonds which may be approved by the board of investments hereinafter pro- 
vided for. 

The moneys deducted from salaries and the income derived therefrom shall 
be held and invested, as above described, by the Secretary of the Treasury 
until paid, as is hereafter provided. Any deflc'ency in the fund hereby created 
to carry out the provisions of this act shall be paid out of any money in the 
Treasury not otherwise appropriated. 

For the purpose of aiding the Secretary of the Treasury in Investing the funds 
and enforcing the provisions of this act, a Board of Investment is hereby 
created, composed of the Treasurer of the United States, one person to be 
appointed by the Secretary of the Treasury from his department, and one 
person to be designated by the President from among the employees of the class- 
ified civil service. The members of the board of Investment shall be sworn 
and shall hold office until others are appointed and qualified In their stead. 

Skc. 3. That all those engaged In the classified civil service shall be retired 
at seventy years of age and shall be entitled to the annuities and benefits herein 
defined: Provided, hotcever, That if within thirty days before an officer or 
employee reaches the retirement age the head of the department or Independent 
office In which he Is employed certifies to the Secretary of the Treasury that by 
reason of his efficiency and willingness to remain in the service the further con- 
tinuance of such officer or employee would be advantageous to the public service, 
he may be retained for a further period not exceeding two years, and at the 
end of two years, by similar certification, he may be continued for another 
period not exceeding two years. Upon the failure of the head of the depart- 
ment or Independent office to make the above-described certificates, it shall be 
the duty of the Secretary of the Treasury to place such employee upon the 
retired list. 

Sec. 4. That upon absolute separation from the classified civil service prior 
to the age of sixty years, and only upon such separation, the officer or employee 
may withdraw his savings then credited to his account, with the accumulations 
thereon, In one sum. In case of the death of an officer or employee while in 
the service the amount of his savings and accumulations thereon shall be paid 
to his legal representatives. 

Sec. 5. That upon separation from the classified civil service at any time 
within ten years prior to the age of retirement the officer or employee shall 
receive such life annuity as his accumulated earnings, including the interest 
credited thereon, may purchase: Provided, however. That if said employee 
should die before receiving In annuities a sum equal to his accumulated savings, 
including the interest credited thereon, together with the compound interest 
thereon, as herein provided, then the balance remaining to his credit over and 
above the annuities received by him shall be paid to his legal representatives. 

Sec. 6. That In case of reinstatement in the classified civil service of any 
person who at the time of his separation therefrom received a refund under 
section four of this act, he shall be deemed to be a new entrant to the service, 
and the monthly deductions from his salary shall be computed from his age at 
the date of such reinstatement unless he shall within ninety days after rein- 
statement pay to the Treasurer of the United States the amount refunded to 
him, which shall be applied toward the purchase of the annuity herein provided 
for, and the deductions from his salary thereafter shall be only for such sums 
as may be necessary to pay for the balance of said annuity. 

Sec. 8. That beginning with the first day of July next following the passage 
of this act every officer or employee then or thereafter in the classified civil 
service who at that time or thereafter shall have reached the retirement age 
shall be retired, and If In the service of the United States for twenty years or 
more shall receive from the United States during the remainder of his life an 
annuity, payable quarterly, equal to one-half of the average annual salary, 
pay, or compensation received during his entire period of service after July 
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first, nineteen hundred and twelve, such annuity not to exceed a maximum of 
$600, and to cease at his death. Those who have served less than twenty years 
shall be entitled to one-twentieth of such annuity for each year of said service : 
Provided, however, That if such officer or employee at his death shall not have 
received annuities equal to the amount of the savings and deductions from his 
salary, pay or compensation with compound interest as hereinbefore provided, 
the United States shall pay to his legal representatives the balance remaining 
to his credit. 

Sec. 9. Upon the retirement of officers and employees as herein provided 
during any fiscal year, the funds appropirated for their salaries which remain 
unexpended shall be applied as follows : 

First. To the payment of their annuities ; 

Second. Ten per centum thereof shall be covered back into the Treasury ; and 

Third. The balance shall be available in the department or independent office 
from which said employees are retired, for the appointment of other officers or 
employees in the lower grades. Except, as herein provided, all annuities shall 
be paid out of approi^riations specially made for that purpose. 

Sec. 10. That every officer and employee in the classified civil service after 
this act takes effect shall be deemed to consent and agree to the deductions 
made and provided for herein and shall receipt in full for the salary, pay, or 
compensation which may be paid monthly or at any other time, and such pay- 
ment shall be a full and complete discharge and acquittance of all claims and 
demands whatsoever for all services rendered by such person during the period 
covered by such payment, except his claim for the benefits to which he may be 
entitled under the provisions of this act, notwithstanding the provisions of sec- 
tions one hundred and sixty-seven, one hundred and sixty-eight, and one hun- 
dred and sixty-nine of the Revised Statutes of the United States and of any 
other law, rule, or regulation affecting the salary, pay, or compensation of any 
person or persons employed in the classified civil service to whom this act ap- 
plies. 

Sec. 11. That the Secretary of the Treasury shall prepare and keep all needful 
tables, records, and accounts required for carrying out the provisions of this 
act, Including data showing the mortality experience of the officers and em- 
ployees In the service and the rate of withdrawal from such service, and any 
other Information that may serve as a guide for future valuations and adjust- 
ments of the plan for the retirement of officers and employees. The Secretary 
of the Treasury shall make a detailed comparative report annually to Congress 
showing all receipts and disbursements, together with the total number of 
persons receiving annuities and the amounts paid them. 

Sec. 12. That this act shall apply only to persons In the competitive classified 
dvll service of the United States, Including the District of Columbia, the Canal 
Zone, and the Island possessions, whose salaries, pay, or compensation Is paid 
from moneys of the United States, and shall not apply to postmasters or to 
persons serving In positions excepted from examination, as defined in the clvll- 
servlce rules. Whenever any person shall become separated from the classified 
civil service by reason of appointment In the unclassified service, such sepa- 
ration shall operate to take him out of the provisions of this act, except as to 
payment of any amount that may be due him. The President shall have power, 
in his discretion, to exclude from the operation of this act any group of 
employees whose tenure of office is Intermittent or of uncertain duration. 

Sec. 13. That none of the moneys mentioned by this act shall be assignable 
either in law or equity, or be subject to execution or levy by attachment, 
garnishment, or other legal process or to the payment of taxes, local. State, or 
Federal ; nor shall any money paid to any employee or to the legal representa- 
tives of a deceased employee be subject to the payment of the debts of such 
employee. 

Sec. 14. That for the clerical and other service and all other expenses neces- 
sary for carrying out the provisions of this act during the fiscal year nineteen 
hundred and seventeen, Including salaries and rent In the District of Columbia, 
there Is hereby appropriated the sum of $20,000 out of any money In the 
Treasury not otherwise appropriated. No officer or employee receiving a regu- 
lar salary or compensation from the Government shall receive any additional 
salary or compensation for any service rendered In connection with the system 
of retiring employees provided for by this act. 

Sec. 15. That the Secretary of the Treasury Is hereby authorized to perform 
or cause to be performed any or all acts and to make such rules and regulations 
as may be necessary and proper for the purpose of carrying the provisions of 
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this act into full force and effect; and his decision as to the amount to be 
deducted, the amount of interest to be credited, the amount of an annuity or 
refund to be paid, in any case, shall be final and conclusive and shall not be 
subject to review by any officer or authority. 

The Chairman. There are several gentlemen to be heard, and I 
will call on Mr. Alcorn to present the speakers. 

STATEMENT OF MB. EOBEET H. ALCORN, CHAIRMAN JOINT CIVIL 
SERVICE RETIREMENT COMMITTEE, OF WASHINGTON, D. C. 

Mr. Alcorn. Mr. Chairman, there are a good many representatives 
here from the various organizations and various departments of the 
Government, representing the civil-service employees, who would 
like to be heard on the question of retirement. 

The Chairman. Could you have one spokesman for each view, if 
I may put it that way ? I will leave that to you largely if you can 
arrange it. 

Mr. Alcorn. All right, sir. I have arranged that Mr. Gold- 
schmidt, as president of the United States Civil Service Retirement 
Association, should be heard first, as he desires to get away early, and 
for that reason would like to be heard now. 

The Chairman. Very well. Mr. Goldschmidt you will proceed. 

STATEMENT OF MR. DANIEL GOLDSCHMIDT, PRESIDENT TWITED 
STATES. CIVIL SERVICE RETIREMENT ASSOCIATION. 

Mr. Goldschmidt. I am president of the United States Civil Serv- 
ice Eetirement Association. We have for 18 years been consistently 
advocating this cause of retirement, mainly under a contributory and 
on a scientific and equitable basis. But we have come now to that con- 
dition where we are advocating a retirement measure, leaving it 
largely to the Senators and to Congress to give us what they see fit. 
We come to you to plead with all the arguments that are fair, just, and 
humane to ask that you use your best endeavors to have a retirement 
law passed that will open the back door of the civil service for the re- 
tirement of thousands of aged men and women in the Government 
employ who have devoted nearly all of their youth and vigor to the 
service of this Republic. We humbly ask you to provide these old 
and superannuated employees with a pension or annuity to support 
and keep them for the few remaining years of their lives in a respec- 
table condition. Indeed, we come to you as your sons and daughters 
would come, for you are our fathers. We ask you, " Have we done 
well? Have we been faithful? Have we served you well all our 
lives? " Then give us our reward before our eyes and brain and body 
fail us. It is through no fault of ours that we have not provided for 
our old age. Our salaries have not been so large as they should have 
been. The high cost of living for the last 10 years and the many 
calls on our purses, which is a result of poor pay in the service, has 
left us in such a condition that separation from the service for the 
old would mean privation and suffering. 

You gentlemen are very busy in these days of war legislation, and 
I fear in the turmoil and excitement that prevails in Washington 
you have forgotten this fact: The successful termination of this 
war for humanity is a great deal dependent upon the faithful and 
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painstaking performance of their duty by these 500,000 sons and 
daughters in the Government employ who are mainly responsible 
for keeping the wheels of the Government going at high tension. 
Thousands are working all hours of the night — doing their bit — Sun- 
days and holidays — ^they never fail at this critical moment. Many of 
these same men will go to the front and will not need this legislation 
we are looking for so earnestly and seriously. Many will not come 
back. I am 46 years of age with one of the dearest homes in the 
United States, the finest little family, a wife and children ; I am out- 
side of the ages they are drafting for the war, but I am willing to do 
whatever my country asks of me. If they need me, I will go in the 
front rank, ready to answer the call, and there are thousands just 
like me in the civil service. The heads of divisions in the Navy 
Department and in the War Department, Mr. Chairman, and in fact 
all through the services, say they need new blood. But we emphati- 
cally ask you not to allow these old faithful employees to be cast out 
helpless in their old age. Retirement merely means a few million 
dollars to you, a little humanity to us, and an opportunity for the 
aged and superannuated to live their few remaining years in peace 
and comfort. 

We ask you to give these old men, who are ready to retire, $600 
per annum, and if you think the Government should have help to 
pay the pension through us, let the clerks give a small contribution. 

Gentleman, there have been tons of data on this subject given by 
the departments and employees before both the House and Senate, 
and so we ask you to sift these figures and facts, after taking the 
best ideas from all, and evolve a law that will give satisfaction to 
yourselves and do justice to the employees. Give us what you think 
we need, something to begin with, that will provide for those who 
are in danger of being dropped by reason of inefficiency due to 
old age at the present time. If you decide upon a contributory plan, 
we beg to suggest that our salaries can not stand a large contribution 
without an increase of salary. I am in favor of a contributory plan, 
one that is sound and equitable, and can stand the actuary's test. 
It is simply a question of mathematics, but our salaries can not at 
the present time stand the deduction. 

We thank you, and appreciate the fact that you have given us 
of your very valuable time, and hope that your hearings will be the 
forerunner of a law which the Democratic platform is pledged to. 
Gentleman, the President of the United States stands ready with 
his pen in hand to sign a retirement law if you will pass one. 

I do not want to take up any more of your time, gentlemen. I 
would like to submit a paper written by me to be added to what I 
have said. 

The Chairman. I would be very glad, indeed, to have you do so. 

(The paper referred to above is here printed in full, as follows:) 

It has been the tendency of the United States Civil Service Retirement Asso- 
ciation and its branches, and also several of the other civil-service employee 
associations, not to press too strongly on Congress during this extra session for 
retirement legislation, on account of the many important war measures that 
confronts them. 

However, in view of the events of the past few weeks it is not untimely to 
call to the attention of Congress the following facts to which each and every 
Congressman and Congresswoman and United States Senator should give their 
individual attention. 
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At this time, while Government employees* salaries are fixed almost the same 
as they were 30 years ago, private business is steadily increasing the com- 
pensation of its employees — the cost of living is mounting higher and higher 
each day, and despite the aforesaid fact the salaries of some Federal civil- 
service employees are now being reduced so much that these employees do not 
receive the much talked of $3 per day of the ordinary laborer, and as they are 
nearly all of advanced age, and most of them have families to support, cutting 
down their salaries is a terrific hardship. 

Employees of the Government are required to keep their personal appearance 
up to a certain standard, and if they are to live decently and educate their 
children, insure their lives and property, belong to a church, a lodge, and an 
association, and do the many other things that an American workman con* 
aiders his duty to society at large, it is a serious proposition to do it on $1,000 
per annum ; yet that is the tendency in certain departments of the Government, 
and it does not become nor do credit to this rich Government of ours, that can 
afford to lend billions to foreign governments, to be so parsimonious with its 
own employees. 

• It is a false economy and not consistent at a time when every employee is 
being asked to do his bit — ^to buy Liberty bonds, subscribe to the Red Cross — 
when every citizen is asked to help the blind French soldiers — the suffering of 
all nations — ^and dozens of other charities, and every citizen loves to assist at 
this time, and Mr. Congressman, incidentally, the rent must be paid on the 
1st of the month, food and clothing must be provided for those dependent on 
the employee who wants to be patriotic and do all these several things, and 
who may have to provide for a son's family when his boy is called to the front. 

For years the different departments have been calling the attention of Con- 
gress to the evils of superannuation and been urging for the relief that a 
retirement law would give them, but while passing " River and Harbor bills " 
running up into the millions it has been strangely silent on the subject of 
providing a i)ension for those who have grown old in the service of the 
Government and become superannuated. It has sat silent while a witness 
to the dropping of old men from the pay rolls of the different departments, 
men whose only crime has been age, and the only charge made against them 
is that they have lived long enough and served long enough to be physically 
unable to work as well as they did 40 or 45 years ago. 

It is wrong, all wrong! Yet to be fair to those who are responsible for 
the work of the different departments and branches of the Government service, 
we insist that the blame for this state of affairs lies with Congress. The de- 
l>artments are entitled to the relief a retirement law would give them. They 
can not give the services they should with 7,000 superannuated employees doing 
from 75 to 25 per cent of work. 

Congress is to blame, and so if these Congressmen find themselves the re- 
cipient of hundreds of protests from those whose salaries are being reduced, 
they will please reineinber that it is beep use they have not acted on a subject 
that is to-day, and has been for several years, the most important social issue 
in private employment, and is the paramount issue among Federal employees. 

Congress has allowed **big business" to show them the way to adopt up-to-date 
methods of handling their employees, and yet has not taken advantage of the 
proven benefits a pension law would bring to their own employees. 

Something must and should be done to relieve the situation. Congress can 
not afford to sit passive and witness deserving employees, many of them vet- 
erans of the Civil War, reduced in salary so as to earn just an existence. 

Retirement is the one issue to-day with the employees of the civil service and 
will continue to be until such a time that Congress places a just and equitable 
retirement pension law on the statute books of the United States, and so we hope 
that some forward movement or progress be advocated, even in the special 
session, in order that quick action may result as soon as Congress meets next 
December. 

Give us preparedness for civil service! 

A retirement law will prepare the Government for a more efficient service ! 

It will combine efficiency and economy with humanity ! 

The Chairman. I want to say at the outset that I have no plan 
oi my own, because I have not studied the subject sufficiently to have 
any views about it, but I would like to have your idea now how many 
of these clerks would be affected. 
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Mr. GoLDSCHMiDT. Immediately? 

The Chairman. Yes. 

Mr. GoLDSCHMiDT. Roughly speaking, 7,000. 

The Chairman. What is your idea about a retirement law with 
contributions by those in the service? 

Mr. GoLDSCHMiDT. The contributory plan is what our association 
has been advocating for 18 years — ^that is, a law for retirement with 
the contributory feature. 

The Chairman. You mean entirely contributory ? 

Mr. GoiiDSCHMiDT. The contributory plan entirely. I will explain 
that. Exactly as the insurance companies through their actuaries 
figure out the cost of an insurance policy. You can not make a plan 
sound, fair, and equitable, that will stand the test of time unless 
you come right down to the notch on the dollar. That is, to make 
a study of everything about this question within a certain period 
of time figured by the life of the people in the service, etc., as the 
actuaries do for the insurance companies. This principle is applied 
to the Austin bill in the House which provides 

The Chairman. Representative Austin, of Tennessee ? 

Mr. Goldschmidt. Yes, sir. Four per cent to eight per cent; at the 
present time our salaries could not stand it. That was introduced 
many years ago when the cost of living was not so high. We can not 
stand any such contribution to-day as we are right down to rock bot- 
tom on the cost of living. It is a fifty-fiftv proposition we advocate 
now. If they must have a contribution from the employee, if the 
Government can not stand it all, they should divide the cost. 

I am employed in the Postal Service. We did not come in for this 
5 per cent increase, and here we are getting the same old salaries, 
liberty bonds to buy, our little bit to do, Ked Cross help, taking 
care of the families of those we are related to, doing what we can 
to assist the Government in its time of need. We have thousands of 
ways to spend the little salaries we are getting at the present time. 
That is not exaggerated. 

The Chairman. What position do you hold in the Post Office De- 
partment? 

Mr. Goldschmidt. I am in the New York post office. 

The Chairman. In the Xew York post office, under the Post Office 
Department ? 

Mr. Goldschmidt. Yes, sir. 

The Chairman. You say that 5 and 10 per cent increase applies 
only to the Washington office ? 

Mr. Goldschmidt. It does not apply to any part of the Postal 
Service. 

The Chairman. You mean it does not apply to any part of the 
Postal Service? 

Mr. Gold8Chmidi\ Yes, sir. 

The Chairman. Does it apply to every other service? 

Mr. Goldschmidt. I believe it applies to every other branch of the 
civil service. 

Mr. Thomas F. Flaherty (secretary of the National Federation 
of Post Office Employees). In the Senate the so-called Smoot amend- 
ment was inserted in the postal appropriation bill providing for 15 
per cent increase to postal employees receiving $480 and under, and 
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there are no such employees in the service, and further for a 10 per 
cent increase from $480 up and receiving less than $800. Aside from 
the few rural carriers and a few employees in the mail-bag repair 
shop, no postal employee will receive this benefit. Thereiore the 
great army of the postal employees are not included. 

The Chairman. In other words, it applies to every other depart- 
ment except the Postal Service? 

Mr. Flaherty. Yes, sir. 

Mr. GoLDSCHMiDT. Just a few words more. We have had that 
problem in New York City in our civil-service government there 
with the teachers, the firemen, the street cleaners, etc., employed by 
the city of New York. All of their pension features have been de- 
scribed in a document by a gentleman by the name of Paul Stu- 
densky, which I offer as a part of my remarks. 

Mr. Studensky has given some study to this subject, and he has 
worked it out exactly what we have been advocating for a great many 
years. He also comes to this conclusion — that while the plan is 
sound, the contribution must be so much to make it a sound plan. 
You can not ask the employee to give such a large amount of contri- 
bution, so he advocates a fifty-fifty plan and says it is the only just, 
fair, and equitabh plan. This plan has been put through now in 
the nature of a teachers' pension bill for the city of New York. 

The Chairman. Do you want the document put in the record of the 
hearing? 

Mr. GoLDSCHMiDT. Ycs, sir; I would like to have that put in the 
hearing. 

The Chairman. Very well. 

(The document referred to is here printed in full as follows:) 

The Pension Problem and the Philosophy of Contributions. 
[By Paul Studensky, Bureau of Municipal Research, New York City.] 

INTRODUCTION. 

The first pension fund in this country was established about 60 years ago by 
the city of New York for policemen. Since then many States and cities have 
enacted retirement legislation, the number of retirelnent funds has increased 
to over 400, arid many thousands of public employees have been covered by 
retirement provisions. Although the expansion of the movement has been 
rapid, it has by no means reached its limit. As yet a number of States and 
cities have not adopted any retirement legislation; the 300 pension funds for 
police and firemen do not include all employees of those two groups; the lOO 
teachers' pension funds cover only about half of the teachers ; and the remain- 
ing funds, approximately 40, cover only a small fraction of all other classes of 
Federal, State, and municipal employees. The most significant fact about the 
expansion of the movement is that new ideas and methods are clashing with 
those heretofore prevailing. The pension movement Is now reaching a ciitlcal 
point. 

The condition of the existing retirement funds which were patterned one 
after the other is alarming. The recent collapse of a number of them showed 
that all of similar structure have been unsound from the beginning, and must 
be reorganized. That they embody little or no public purpose and are the out- 
come of professional movements is Indicated by the fact that almost 400 of 
them belong to the three best organized groups of public employees as against 
only 40 belonging to all others. Frequently the local leaders of these pro- 
fessions framed the bills and pushed them to passage while the Government 
and the public remained quiescent. Opposition was avoided by the promoters' 
argument that tliese systems would cost little and by provision for small con- 
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trlbutions only. They did not know the real cost and, ostrichlike, did not care 
to engage an actuary to determine it, for this would have complicated the mat- 
ter. They limited their object to establishing some retirement system and mak- 
ing a start, expecting that the future would correct their mistakes. But due 
to the force of inertia, natural optimism of the people, and continued ignorance 
of the true condition of the fund these mistakes are not corrected until they 
have borne their bitter fruits. Some of the funds were provided with definite 
statutory incomes. Because they had some unexpended cash on hand during 
the first few years when disbursements were small, they were looked upon as 
having a '* reserve " and as being prosperous. Soon in a number of them the 
increasing disbursements exceeded the receipts, the reserves were drawn upon 
and rapidly depleted, benefits were suddenly reduced, and considerable hard- 
ship and disappointment was caused. The same fate will meet all other funds 
of this type unless they reorganize on a sound basis. Systems of another type 
are those which have no unexpended balances, the Government appropriating 
each year the amount needed for the payment of pensions of that year. Here 
the expectation was that the Government would support the system whatever 
its disbursements might amount to in the future. However, as they increased 
at an accelerating rate the Government was forced in a number of instances 
to abandon the unsound measures — and the beneficiaries were disappointed. 
This has recently happened in Pittsburgh, where the city discontinued granting 
new retirements for teachers and considered the establishment of a sound 
system. 

At the present time, however, a really consistent endeavor is being made to 
develop safe standards for pension funds. 

The new ideas involve a Tecogmtion that a retirement system must serve not 
only a professional but also a public purpose and must be applied to all public 
employees ; that it must be based upon an actuarial determination of cost, pro- 
vided with adeijuare contributions and an adequate reserve and planned to be 
" as solid and permanent as a rock " ; that all the facts must be squarely faced 
and discussed by all the parties involved and an agreement on a fair division of 
cost reached ; that a careful consideration by the legislature must take place ; 
and that the system once established must be periodically surveyed by an 
actuary. The first in this country to apply new methods to the retirement prob- 
lem were Mr. H. D. Brown, of Washington, D. C, who prepared a series of 
remarkable reports,^ and the Commission of Economy and Efficiency under Dr. 
F. A. Cleveland. At about the same time the Massachusetts Commission on 
Pensions made an investigation which resulted In the establishment of the first 
sound system In this country — that for the Massachusetts teachers. Next the 
bureau of municipal research made an actuarial investigation of the New York 
police pension fund and published an exhaustive report which resulted in the 
establishment of the commission on pensions in charge of the former director 
and pension experts of the bureau, to investigate all the nine pension funds of 
New York City and to prepare a plan of reorganization. This commission re- 
cently published three reports, which will have a tremendous Influence upon the 
reorganization movement in this country and the first two of a series of bills 
to give effect to their recommendations. The Carnegie Foundation in Its annual 
reports has made valuable contributions to the movement. The bureau of 
municipal research continued its work along the following lines: (1) The prep- 
aration of a handbook on the theory of the retirement problem, and of a book, 
the first of a series, on the history and practice of retirement systems In this 
country and abroad, which will soon appear In print; and (2) the building of 
the necessary technical force for the investigation of retirement systems and 
installation of sound pension measures. 

In the present pamphlet an attempt Is made to outline the philosophy of con- 
tributions, because the experience of pension campaigns has demonstrated that 
misunderstanding of the purposes underlying the establishment and mainte- 
nance of a retirement system Is the main cause of disagreement between the 
Government and the employees. Fundamental principles must be agreed upon 
before discussing the entire framework of a proposed pension system. No at- 
tempt Is made here to outline an ideal system. The fundamental principles dis- 
cussed apply generally to all branches of the public service, to teachers, police, 
firemen, clerks, and laborers. 



^ Published by the United States Government. 
1777—17 2 
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Chapter I. — The Establishment of a Retibement System, the Deffkb^wt 
Objects Sought, and the Disbegabd of Actuarial Soundness.* 

In the absence of a retirement system the average employee who approaches 
old age faces a difficult situation. The amount of money he has succeeded in 
setting aside during his working years frequently is insufficient to secure for 
him an income on which he can live with reasonable comfort. The older and 
weaker he grows, the closer he clings to his position, fearing that if he resigns 
or is dismissed he will be in actual want. 

Difficult, too, in the absence of a retirement system, ie the position 6f the 
administrators of the government. On the one hand, their duty to the public 
is to eliminate the old employee who drags behind and retards the entire work, 
causing loss to the community. On the other hand, they see the injustice of 
dismissing an old employee without any provision for his maintenance and care 
after he has exhausted his forces in serving the government. Although In 
theory the government places the responsibility for saving and providing for 
old age upon the employee, the administrators frequently feel that the gov- 
ernment is in a way responsible for the support of its employees when they are 
worn out. In the absence of a retirement system, the only thing the government 
can do for its employees is to retain them on the pay roll, although they are 
no longer fit to do the work. If dismissal is threatened, employees frequently 
exert political pressure to be retained. The government, in the absence of a 
retirement system, may vacillate between the two alternatives, sometimes re- 
taining the deadwood on the payroll and making the service less efficient, at 
other times dismissing an invalid and perhaps doing an injustice to its employee. 

The only effective remedy for this condition is the establishment of a retire- 
ment system. Sometimes the employees themselves, for the sake of their own 
welfare, establish a retirement association supported by membership dues. As 
the disbursements from their fund almost invariably increase after a few years 
and threaten to exceed its income, the employees finally call upon the govern- 
ment to contribute to the fund and to save it from depletion. Thus the teachers 
of Boston, in order to supplement their own fund, which was badly depleted, 
secured in 1908 the establishment of a fund supported entirely by the city; the 
New York and Brooklyn teachers secured, in 1898, a city subsidy in the form 
of a 5 per cent contribution from excise taxes ; and the Buffalo teachers, in 1909, 
procured for their fund a city contribution equal to their own. 

Frequently the government itself, to promote greater efficiency, establishes a 
retirement system free from dues on the part of its employees. As the pension 
payments increase, the government finds itself compelled to request the em- 
ployees to participate in the expense. Austria presents an example of such a 
case. The Government of Austria established, in 1870, a retirement system for 
teachers without requesting them to contribute. In 1896, however, it introduced 
deductions from salary amounting to 3 per cent and increased them 10 years 
later to about 4 per cent of salary. 

In many cases the employees and the government agree to establish and to 
support jointly a retirement system which will promote both the welfare of the 
employees and the efficiency of the service. For instance, in the United States 
among 92 State and local retirement systems for teachers, 78 systems are now 
supported jointly by the teachers and by the government. 

It must be noted that in this country retirement systems have been generally 
established without actuarial estimates of their future liabilities and the ade- 
quacy of the income provided to meet them; they have, therefore, either ap- 
proached insolvency' or, if a clause has been proNided conipelline 'the Uoern- 
ment to cover any deficiency that might develop, they have become an increas- 
ingly heavy burden on the community .'* 



* Chapters I-IV of this pamphlet originally, appeared In the October, November, De- 
cember, 1916, and February and March, 1917, issues of the American Teacher. Revisions 
have been made in the text and new sections added. 

'-^ The teachers' retirement funds of New York, Boston, and Providence and Newport. 
E. I. 

8 The New York police pension fnrd also presents an interesting: illustration of sucli 
a condition. The fund was established in 1857, and was provided with an inadequate 
Income, consisting of rewards and sale of unclaimed property. A number of laws in- 
creased the income by the application of various new revenues. One of the laws (1892) 
provided that any deficiency must be supplied by the board of estimate. The first defi- 
ciency, amounting to $197,000, appeared in 1904. During the 11 years since 1904 the 
annual deficiencies have rapidly increased, reaching, in 1915, $1,465,800, or almost 60 
per cent of the total amount needed for the payment of pensions during that year. (Re- 
port on the police-pension fund of the city of New York, 1913, and report on the nine 
pension funds of the city of New York, 1916.) 
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At the establishment of a retirement system conflicting points of view fre- 
quently appear. The employees on the one side seel^ to obtain greater benefits 
for themselves ; the Government, as an employer, seeks to increase the efficiency 
of service. The old employee approaches the end of his long career and wants 
immediate relief ; the young employee contemplates no immediate retirement and 
takes little interest in what contingencies might affect him 30 or 40 years 
hence, but is anxious that his immediate burdens shall not be increased; he 
even demands an increase of wages instead of a retirement system. The highly 
paid employees are interested in benefits proportionate to their high salaries, 
w^hereas the low paid often take the position that the Government need not 
assist the fortunate ones who receive higher wages and who might, therefore, 
take care of themselves, but should Increase the proportion of its contribution 
to the lower paid and provide uniform benefits according to the average need. 
Finally, different branches of the public have varying interests in the syis- 
tem. All shades of opinions may be represented, from that of the taxpayer, 
who objects to paying anything to protect the Government employee from con- 
tingencies against which he himself is not protected, to that of the nmre broad- 
minded citizen who seeks in the retirement system a measure which will not only 
improve the quality of the public service but also prove of general utility as a 
type of social insurance. 

An employee or a member of the Government will sometimes have a broad 
social view])oint, but such a point of view is frequently lacking. Too often each 
of the groups mentioned judges the pension system from its own narrow outlook 
fi'om which only a part of the situation can be seen. Yet, each one frequently 
thinks that his is the best and broadest viewpoint^ that he has grasped the entire 
problem and that all others are wrong. Thus, the conflict goes on. A successful 
retirement system must, therefore, be one w^hich succeeds in reconciling the con- 
flicting interests and at the same time is a measure of social progress and is 
financially sound — the latter an important prerequisite too often ignored. 

Who shall bear the cost of a retirement system? In this country this ques- 
tion arouses a most heated discussion. On one side are the advocates of sys- 
tems supported entirely by dues from the employees themselves. On the other 
side are those who demand that the systems should be operated entirely at the 
expense of the Government. Between the two camps is the constantly grow- 
ing number of those who favor a compromise in which the cost is borne jointly 
by the employees and the Government. In pension terminology the first sys- 
tem is called *' wholly contributory " ; the second, " noncontrlbutory " ; and the 
compromise system *' partly contributory." 

Before discussing any argument referring to the cost of beiiolits in a retire- 
ment fund, irrespective of the fact whetlier it is wholly or partly contributory. 
it must first be understood that a fund will be safe only when it is established 
on on actuarial reserve basis and provided with an adequate Income. An expla- 
nation of the term " actuary " and " actuarial reserve " Is perhaps necessary. 
All " actuary " Is ona who so uses statistical data as to calculate the probabili- 
ties of a human life at various ages With the help of these calculations he 
determines the cost of insurance policies, the premiums to be charged, and the 
amount of reserve which the insurance company must possess in order to be 
able to meet all its future liabilities with rsgard to its present policyholders. 
All the operations of Insurance companies are based upon actuarial calcula- 
tions. The same methods ai-e now used In all scientific pension funds. By 
the use of mortality rates and Interest tables the actuary, calculates what a 
certain amount of pension would cost and what amount of contributions at 
various ages should be set aside each year in order to accumulate with interest 
an<J form a resarve which would be sulficient to pay the pensions as they ma- 
ture. All insurance companies are compelled by law to operate on an actuarial 
reserve basis in order to protect the policyholders from financial loss. But no 
laws that would compel all retirement funds to operate on an actuarial reserve 
basis have been enacted in this country as yet. Frequently, thsrefore, retire- 
ment funds are being established without an actuarial reserve and are pro- 
vided with hiadequate income. The younger emjiloyeBs are made to pay for 
the benefits of the older; and after a few years of operation these funds are 
depleted, with the result that when the younger generation of employees ap- 
proaches old age and claims the benefits there is no longer any money in the 
fund to pay them. 

Chaptek II. — ^Thk W^holly Contributory System. 

Conservative taxpayers frequently favor the wholly contributory system. 
"This is the only retirement system for Government employees which would 
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cost us nothing," they say ; " it is therefore the only system to which we do not 
object." 

Many employees prefer the wholly contributory system, first, because it 
assures them a greater control over their fund and their benefits, and, secondly, 
because its establishment easily gains acquiescence of the Government. 

The opposition to the establishment of a wholly contributory system, on the 
other hand, argues that it would be unfair to charge upon the employees the 
entire cost of a retirement system which will result in a large savings for the 
Government through the elimination of the superannuateil and disabled em- 
ployee, the attraction of new and better forces to the service, and generally 
through improvements of the efficiency and morale of its personnel. It further 
argues that should the Government actually establish such an unfair system 
and put upon the employees the entire burdan of its cost, the employees would 
justly try to shift part of this burden upon the Government, They would 
demand higher wages on account of the heavy deductions, the Government 
would eventually accede to their demand, and the taxpayer, who at the outset 
had the illusion that the establishment of the system would cost him nothing, 
would eventually have to pay his part of the cost of the retirement system In 
the form of higher wages. The object of the Government in putting the burden 
entirely upon the employees would therefore be defeated and a great deal of 
friction caused. 

In answer .to those who prefer a wholly contributory system because it as- 
sures the employees greater control over their fund and easily gains acquies- 
cence of the Government, its opponents bring forth the fact that the employees 
still retain considerable control over their fund even when the Government 
subsidizes it, and that the easy acquiescence of the Government is not a sign 
that the system is fair and sound. It would be far better for the employees 
desiring the establishment of a system to proceed carefully, to impress the 
Government with the importance of planning the system thoroughly and of 
engaging an actuary for the determination of the cost of benefits, and to per- 
suade the Government of the advantages derived from subsidizing a sound 
retirement system than for them to introduce an immature and unsound system 
only because the Government might easily accede to lis eRtablishment. 

The strongest argument advanced against a wholly contributory system is 
that the cost of benefits is too great for the employees alone to bear. This 
argument is applied with different force to the following two different classes 
of employees : Those who are in the service at the time of establishment of 
the system and who are called " present employees " in pension terminology 
and those who enter the service after the establishment of the system and who 
are called "future (or new) entrants." 

This argument of excessive cost is most forceful in the case of present em- 
ployees. Figures are brought forth showing that if the fund be established, 
as it should be, on an actuarial basis and should each class of employees of 
the same age be made to pay according to its proper age rate so that the younger 
employees should not pay for the benefits of the older, then the contributions 
required of the older present employees would be excessive. Even in the case 
of younger employees, the contributions would probably exceed 10 per cent of 
their salaries, whereas, in the case of older employees, the contribution required 
would not only reach in many instances 25 or 50 per cent, but in the case of 
the very old would actually exceed the annual salary. The impracticability 
of the wholly contributory system, as applied to the present force is, there- 
fore, self-evident. Those wholly contributory funds that are now in operation 
could not have been established for the employees who were then in the service 
had the real cost of retirement benefits been actuarially ascertained. As these 
funds have not been established on an actuarial basis and have not been pro- 
vided with adequate incomes, they are developing huge deficiencies and the 
young members are paying for the retirement of the older with no certainty 
that they themselves will reap any benefit when old age overtakes them. Sooner 
or later such funds will run on the rocks. Some of them will be abolished as 
many others have been ; others will be assisted with a subsidy and will change 
from wholly contributory to partly or noncontributory. 

When the argument that the cost of retirement benefits is too great for the 
employees alone to bear is applied to the future (or new) entrants it is far 
less forceful. For this class it would be entirely possible to establish a wholly 
contributory system on an actuarial basis. 

The objection would, however, be raised that the contributions of employees 
who are of more advanced age at the time of entering the service would still 
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be heavy, although not as excessive as in case of present employees of the same 
age. The further objection of injustice would be raised if a wholly contributory 
system were established for new entrants only while another type of system 
was established for present employees. The new entrants would be made to 
pay the entire cost of their benefits without any assistance on the part of 
the Government, whereas the older force of employees would receive their 
benefits entirely or at least partly at the expense of the Government. The 
final objection would be that it would result in a demand for higher wages for 
employees entering the ser\ace on account of the heavy deductions from their 
wages. 

To eliminate these objectionable features the advocates, of wholly contribu- 
tory systems propose to combine with it an elaborate device ;Cor increasing the 
wages of the new entrants so that after the deductions fpr retirement benefits 
were made the remaining part of the wages intended for the employees' imme- 
diate enjoyment might still be attractive and adequate. Such device, however, 
has never been tried either in this country or abroad. Because of lack of 
precedents, it can hardly be determined whether or not this device would be 
practicable and whether it would not lead to further complications. 

On the other hand, the experience in this country and abroad of wholly 
contributory systems applied to those employees who are in the service at the 
time of their establishment is considerable. This experience tends to show 
that whoUy contributory systems are impracticable and that they change to 
non or partly contributory. 

Chapter III. — The noncontbibutoey system. . 

Many persons favor a noncontrlbutory retirement system. The older and the 
younger employees favor its establishment for different reasons. 

The old employee is greatly interested in retirement benefits, but he does 
not believe in contributing. During the short period which remains for him 
to serve he could 'hardly contribute any considerable share of the cost of 
his retirement benefit, unless exorbitant contributions were extracted from 
him. He therefore minimizes the importance of the contributory factor. More- 
over, he usually considers his past service as exemplary and deserving a special 
I'eward. He feels therefore outraged to be asked to contribute anything to- 
ward the cost of the retirement benefit which he feels he deserves so well. He 
claims a pension as a gratuity in recognition of long and faithful service. 

The young employee who prefers a noncontrlbutory system is generally little 
interested in retirement benefits because of their remoteness. He remains 
indifferent to the establishment of a retirement system as long as it costs him 
nothing. He wants his entire salary for the satisfaction of his immediate wants, 
and cares little to set anything for the contingencies of a future 20, 30 or 40 
years distant. He even finds his salary inadequate and claims, therefore, that 
if a retirement benefit is to be established for him it should be in the form of 
51 gratuity provided by the* Government in recognition of the smallness of 
salary it pays him and should be equivalent to an increase of compensation 
for services rendered. In organizing against a contributary system and putting 
forth the demand for a gratuity the younger employees join hands with the 
older employes, although their reasons for supporting this demand are noc 
identical. 

The opponents of a noncontrlbutory system are also numerous. They argue 
that it makes of the employee a greater slave. They say that the administrator 
of the Government, who establishes a noncontrlbutory system, is guided by the 
idea that the Government pays for it. He believes it his duty, therefore, to 
exercise a considerable control over the &y stent, and he frames the retirement 
bill so that the employees are not represented in a retirement board and can 
not control for their own benefit the expenditure of public money. He seeks 
to include under it only such benefits as he believes would increase the elficiency 
of service and are of primary importance to the Government as an employer, 
<ind he is inclined to consider the desires of employees as of bnly secondary 
Importance. This is one of the reasons why, for example, benefits at resigna- 
tion or dismissal, which are essential to the freedom of employees are generally 
not included in noneontributory systems. The administrator holds over the 
hads of employees the constant threat that should they resign or be dismissed, 
they would forfeit all benefits. 

Because of the forfeitures at resignation or dismissal attached to the grant 
of ** rewards for faithful services," the more independent employees do not share 
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the enthusiasm of the older men over their establishment. They fear that the 
benefits of this character may put them in the position defined vaore than 160 
years ago by Dr. Johnson in his celebrated dictionary in the year 1755, as 
follows : " Pensiouei: ; a slave of state hired by a stipend to obey his master." 
Of course, the development of democracy in every field of life is bound to 
influence even a scheme autocratically conceived. After a fight of many years 
the British civil-service employees forced upon their superannuation scheme, 
which was almost a hundred years old, a provision for the payment of some 
benefits at resignation, although they still forfeit a considerable part of their 
benefits. " It is, therefore, true that a noncontributory system," say its .op- 
ponents, " would create an imi)ediment to the freedoom of the emploj^ees and 
that it might take them many years of fighting before they would be able to 
overcome it. Although it would be of little concern to the older generation of 
employees who have but a few more years to serve, it would be of great concern 
to the younger generations ,who are at the beginning of their careers which 
on that account w^ould be made long and painful." 

Another argument advanced against the establishment of a noncontributory 
system is that it is more adaptable to the viewpoint of the older employee and 
less open to consideration of contingencies which tlireaten the younger em- 
ployee. The lack of interest which the younger employees are inclined to 
display toward retirement benefits is most manifest when a noacontnbutory 
system is proposed.* The younger employees who are in the majority* fre- 
quently allow older employees who, in contrast to them, 4ire deeply interested 
in gratuitous benefits because they would start to enjoy them immediately, to 
represent the viewimint of all the employees before the administrators and 
legislators of the Government. They hardly realize how far their economic 
interests diverge. 

The contingencies which threaten the younger and the older employees are 
not identical. Disability through accident or disease may strike the young 
employee early in life ; early death may take him away when young and unable 
to carry a large insurance on a small salary, leaving a widow with small 
children least able to . provide for themselves ; he may have to resign or be 
dismissed after having been in the service for several years; finally, if he has 
escaped all these risks, he will face superannuation as his remotest contingency. 
In the case of the older employee, on the other hand, superannuation is a more 
probable contingency than early disability, resignation, dismissal, or early 
death. His death risks are different, for he has undoubtedly made some in- 
surance provision before and he needs less insurance since his children are 
grown up and are self-dependent. As he is the spokesman of the employees 
and his needs are thought to be most immediate, the administrators and legis- 
lators of the Government are willing to embody his requests in legislation and 
to sacrifice other contingencies threatening its employees in order to increase 
the superannuation benefit. This, again, is another reason why so generally 
in noncontributory systems the employees who die, are dismissed, or resign 
early in their career, as most of them do, forfeit all benefits for themselves 
and for their families in order to permit increased benefits to the fortunate 
ones who remain in the service until old age. 

The opponents or noiK'ontril)utor.v systcMiis further j'rgue that a noncontributory 
system eventually becomes contributory, with the difference, however, that the 
contributions are disguised and that the burden is shifted upon the younger gen- 
eration of employees. As the years go by and the number of gratuities increase 
and become more burdensome for the Government to bear they are no longer 
justified as ** rewards " and "charitable .araiits." '^ Ii-conouiic forces tend to in- 

1 Experience shows that the young employee becomes interested in benefits only as he 
is required to contribute. Then he wants to know what benefits are offered to him in 
return for his money. He frequently objects to the system, but nevertheless he discusses 
the benefits more or less intelligently. On the other hand, when a noncontributory sy^em 
is proposed he is indifferent. He readily agrees to its establishment, but he knows not 
what benefits are provided, and cares little to know. 

2 The majority of New York City employees have served eight years or less and are 
under 37 years 'Of age. (Commission on pensions, Report on the pension funds of the 
city of New York, PL II, p. 406.) 

•«Sir Kol)ert l:iaii 'iton statea in his memorandnm to the royal commission on civil 
establishments, in 1887, that, " Payment of superannuation can not be defended on the 
ground of its being charitable contributions, for the State, as the trustee of the people's 
money, would not be Justified in making any such use of it. But it can be defended on 
the ground that it is a means of procuring cheaper service and keeping down the amount 
of the salaries which would otherwise be payable. In other words, it represents deferred 
pay ; but, if this be so. it appears to me to be clearlv inequitable to withhold from the 
representatives of a man who dies on full pay the deferred pay which he has earned." 
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elude them in the compensation and to depress wages. The Government, as an 
eo3plo.ver. would Justify the expense as a means to obtain the best work for the 
cheapest remuneration and would say to its employees : " I am paying you not 
only your immediate wage but also a retirement benefit. I would be justified 
to pay less than the market "w^age because I am paying you huge amounts In 
benefits, which are of considerable value to you." And in actual practice it 
would tend to keep the wages low and not to increase them as rapidly as they 
would have increased had there been no retirement system. The experience of 
the British civil servrce, which has a noncontributory system, is a marked illus- 
tration of this fact. The British employees have fought for many years, claiming 
that the Government depresses wages because of retirement benefits, that it 
deducts the cost of benefits in fixing wages, that the benefits are therefore not 
gratuities but parts of the compensation earned, and that the employees and 
their families have a right to a part of that compensation when they resign, are 
dismissed, or die. They have won their fight. The Government acknowledged 
that It considered the cost of benefits in fixing wages, that the benefits were no 
longer gratuities but a "deferred pay," and it introduced in 1909 a law pro- 
viding for the payment *of a part of that " deferred pay " at resignation, dis- 
missal, and death. 

Germany, besides Servla, is the only country in Europe which still has non- 
contributory systems' for teachers. Yet in all its systems of social insurance 
(against old age, sickness, invalidity, death, etc.) it has adopted the contribu- 
tory principle. Itis long experience with noncontributory systems leads to the 
same conclusion that^ they depress wages, become contributory under dis- 
guise, and are less advantageous to the employees than the openly contributory 
systems, for they nfiford no means of detei-mining how much e^ery man really 
contributed, ' and they therefore permit the taxing of one man more than of 
another. The following extract from an editorial in the Padagogische Zeitung, 
the ofl^cial organ of the teachers' union of Prussia, well illustrates the dissatis- 
faction of the teachers with their system : 

" The private employees' national insurance s>'stera is more advantageous to 
its beneficiaries than the Government employees' pension system. The greater 
advantages can hardly be justified on the ground that private employees con- 
tribute. Whenever the Government employees claim that their salaries are 
insufficient and mi^st b6 increased the Government replies that they must take 
into account the pensions which they receive. It then represents the pensions 
in such a light as if it withheld a part of their compensation in order to pay 
it to them later in the^ form of a pension. And there is no doubt but that 
without pensions tne salaries' of Government employees and teachers would 
have been considerably higher. The Government employees and teachers 
contributfe to their pension just as private employees do. They could not be 
blamed, therefore, now, when they are determined to demand as favorable 
provisions. ' The most important demand is that no Government ofticial or 
teacher should, upon his leaving the service, be deprived of his earned right 
to a pension for hiuuself and his widow and orphans, but tliat he should retain 
his right until the benefit is received on his disability, superannuation, or 
death." ("Pad. Ztg.," 1912, p. 43.) 

In considering the economic process by which the retirement benefits change 
from "gratuities" into a "deferred pay" the student of- this subject asks: 
" What groups of employees would be benefited and what groups would lose in 
this long process of change? " To this question the opponents of noncontributory 
systems give the following answer: The older generation of employees, retiring 
(luring the early period of the existence of the system, would be graciously 
granted a free gift. Their benefits would be gratuitous in nature, and they 
would continue to receive them as such to the end of their lives. As the 
number and oost • of these gratuities increase the Government would tend to 
shift the burden upon the salaries, and the younger generations of employees 
would be made to pay the bill. Furthermore, as the benefits would be included 
in the compensation, the younger employees would also be made to pay their 
own prospective benefits ; in course of time those of them who would remain 
in the service would draw benefits which would no longer be- gratuitous in 
nature, but something they bought and paid for, whereas those of them who 
resign or are dismissed, or the families of those who die would receive little 
or nothing in return for their sacrifices. " These are some of the startling 
iuequalities resulting from the establishment of a noncontributory system," 
say its opponents. " We aiv against a system whicli endangers the freedom of 
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employees; which is Inequitable, as it benefits one group of employees at the 
expense of another ; and which is misleading, as it makes the employees think, 
first, that they receive gratuities, and aext, that they are paying for them more 
than tlieir cost; and, on the other hand, makes the administrator think, first, 
that the Government pays the entire cost, and next, that his duty is to. shift the 
burden upon the i employees." 

Among the many arguments which the Government advances against the 
establishment of noncontributory benefits two arguments prevail: One refers 
to the cost being too great for the Government alone to beari and the. other 
refers to the obligation of the employees to save^ something from their salaries. 
Even should a noncontributoiy system be actually established, the .Government 
would not be satisfied with disguised deductions from salary and would again 
and again advance the two argument*? until legislators would incorporate in 
the law a provision for actual deductions from salary and change the system 
to a contributory basis. This w^ould result in new readjustments and possibly 
in new inequalities as between the employees covered by the old noncontributory 
and those covered by the new contributory system. 

Among the advocates of noncontributory systems there is a group of sci^ktists 
who recognize the inequalities arising in a noncontributory system. But they 
contend that the difficulties may be insurmountable only in the case of those 
employees who are in the service at the time of establishment of the system. 
They propose to restrict its application to future entrants, .where; tbay say, all 
difficulties would be overcome and the system would show its distinct merits, 
and they propose to combine it with an elaborate device for reducing the wages. 
The Government would offer new entrants a compensation consisting of two 
payments — ^the payment of a smaller immediate wage and the paymenl of the 
cost of their retirement benefit actuarially determined and set aside annually 
into a reserve .fund and refundable upon resignation, dismissal, or death. 
Since, however, there are no precedents for noncontributory systems so devised, 
the question whether this plan would be practical oriiotand whether it would 
or would not lead to new complications can hardly be ascertained, 

A careful examination of the pension movement abroad and in this country 
shows that the arguments against noncontributory benefits are constantly. gain- 
ing In weight and that the Government, the employees, and the public at large 
are looking with increasing disfavor upon noncontributory systems. The ten- 
dency of the entire movement leads toward its gradual abandonment. 

> . ■ 

Chapter IV. — ^The Pabtly Contributoby System: Its History and 

Philosophy. 

The realization of the disadvantages of the extreme systems (discussed In the 
previous chapters) in which the entire cost of retirement benefits is her he either 
by the employees alone or by the Government alone, resulted in developing a 
type of system called " partly contributory," In which the Government and the 
employees share the cost. The taxpayers who favor the wholly contributory 
principle and the employees who favor the noncontributory principle usually 
agree after considerable argument upon the partly contributory principle as a 
compromise. 

The better to understand the philosophy of the partly contributory pensioj) 
a student of the subject must look back into the history of pensions. It would 
then appear to him in Its earliest form as a precursor of social insurance and, 
in its more recent and broader aspect, as an expression of principles similar to 
those now at the base of social insurance. In the seventeenth and eighteenth 
centuries in Europe pensions were considered as " rewards for faithful serv- 
ice." They were noncontributory, of course, no obligation, being imposed upon 
the employ-ees to save and contribute toward their pension. They were granted 
by the sovereign as an act of grace, not as a matter of the recipient's right, no 
obligation being imposed upon the sovereign to provide them, and they primarily 
served the purpose of obtaining supporters and increasing the prestige of the 
crown. The employees were considered merely as tools, no one knowing whether 
or not he would obtain a pension, and their interests were utterly disregarded. 
With the downfall of the old regime and the rise of democratic government 
throughout the nineteenth century a great change in the conception of pensions 
took place. The discretionary autocratic features yielded before the advance of 
well-defined principles of efficiency of service as well as of welfare of employees. 
Benefits essential to their welfare were included in the pension systems and 
definite rights to those benefits were granted the employees, but at the same 
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time also definite responsibilities and obligations were imposed upon them, the 
most important one being that they should save, insure themselves, and con- 
tribute a part of the cost toward their own protection. Thus the partly con- 
tributory pension system was established. It made tremendous progress, 
spreading in private employment as well (the same general pension principles 
now apply to private and public employment), everywhere defeating the pater- 
nalistic noncontributory principle, until at present almost all pension systems 
abroad belong to the partly contributory type. 

But there the evolution did not stop. Society now realizes that every wage 
earner, in public and in private employment, must save and insure himself 
against the main contingencies of life in order not to be dependent upon others, 
and that the employer and society at large which benefits from his self -protec- 
tion should assist him by sharing the cost of his protection. As a result, almost 
every civilized country in the world established for its wage earners compul- 
sory social insurance systems, in which the three parties, the wage earners, the 
employers, and the State jointly contribute.* The first systems insured the 
wage earners against want in old age. These were closely followed by insurance 
against siclcness and invalidity. Next came life insurance for the benefit of the 
wage-earner's dependents. Finally, insurance against unemployment was es- 
tablished. 

The partly contributory pension sj'stems and social insurance have continually 
stimulated each other to a further and broader development. In close connec- 
tion with social insurance the pension systems are now becoming an important 
part of a great social reform, the purpose of which, on the one hand, is to combat 
the evils of unemployment, sickness, disability, old age, and death as affecting 
the wage earners and their dependents, and on the other hand, to increase the 
eflSciency of their service. For the accomplishment of this purpose, the coop- 
eration of all the parties concerned is necessary. What they may be unable to 
accomplish through a pension system they may be able to attain through social 
insurance, and vice versa. 

A pension system is not universal in its application, whereas a social insurance 
system is. Frequently a wage earner after having been engaged all his life in 
employments without pension systems enters one which has a system. During 
the few years before him he must make good his previous failure to contribute 
to any system. On the other hand, the last employer of the retiring employee is 
penalized, as he must bear a considerable expense on account of a pension a 
portion of which should have been borne by the employee's previous employers. 
With respect to this a social insurance system offers a remedy, as it makes every 
employee and every employer contribute to a national fund. But on the other 
hand, a universal system of social insurance can require only small contributions 
and can provide only small benefits of nearly universal application, and merely 
prevent destitution, whereas a particular system of pensions can require larger 
contributions and provide benefits more nearly in proportion to the means and 
standards of living of the particular group of employees and better adapted to 
raise the efficiency of the particular service. Thus, together with social in- 
sjiirance, the pension systems continue to develop. 

The movement in this country is much more recent, of course, than the move- 
ment abroad. Our pension and social Insurance ideas were imi)orted from 
abroad ; our oldest pension systems are only 60 years old, and our social in- 
surance is only now beginning. The old and the new pension ideas of Europe, 
which were brought to this country at about the same time, soon found a con- 
siderable following here. Frequently the old ideas have posed as new and the 
new ideas have passed as old. The confusion becomes distracting when a pen- 
sion system becomes bankrupt, when sound reorganization is discussed, and 
when an increase of contributions on the part of the Government and of the 
employees is proposed. 

Those who h&ve embraced the Idea that the i)enslon is a *' reward for faithful 
services" claim that the contributions of employees should be altogether 
jibolished. They think that they are furthering the cause of a "real" pension, 
hnd they do not realize that they are engaged in the hopeless task of trying to 
revive the dyintr pension pliilosophy of the seventeenth and eighteenth centuries. 
Others who have accepted the idea that the pension Is a part of the compen- 
sation earned also claim that contributions should be abolished. They believe 
that the whole question of pensions would be clarified if it were viewed as a 

^ The United States is the only civilized country that has no national system of social 
insurance. 
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part of the wage question, and they sometimes support tliis idea by quoting 
the opinions of conservatives wlio view all questions in the liglit of the classical 
economy theory of a hundred years ago. But the liveliest confusion develops 
there where the idea of pension as a means of improving the efficiency of 
service comes to a clash with the idea that it is a means of collective savings 
and insurance. 

The idea that the government benefits from the pensions is pressed forward, 
strange as it may seem, by the employees, whereas the idea that the employees 
benefit from it is pushed on by the taxpayers, and sometimes by a government 
administrator. The reason for this mftl#e lies in each side's belief that the 
other should bear the major part of the cost of the retirement system. It is 
commonplace that a man engaged in a barter with another usually fears that 
the bargain will be more to the other man's advantge than to his own. It is 
evident that this dispute is based more upon bias than upon facts and that its 
premises, that a retirement system nmst give preference to the interests of one 
side or the other are wrong. The entire experience of pension systems abroad 
tends to show that of the many unfair discriminations (and their number is 
legion) against one or the other side in the matter of the contributions and 
benefits, none is lasting. The tendency of the entire movement as already 
shown is to consider the mutual interests of the public and the employees. The 
experience of the recently established sound systems in this country (in Massa- 
chusetts) and abroad shows that both sides might progress much more if, in- 
i^tead of starting by juggling arguments, tliey w(mld approach the question with 
open mind, determine what sound benefits would be equally beneficial to each, 
and then, in a true spirit of cooperation, agree to share equally the cost of a 
mutually beneficient system. 

The twofold purpose of a retirement system based on a " share alike " prin- 
ciple, can thus be stated : On the one hand, to insure the employees and their 
dependents against want in old age, disability, death, and, to some extent, 
resignation and dismissal, and, on the other, to fMcilitate the elimination of 
deadwood from the service, to attract a better type of employee, to i>romote 
esprit de corps, and to improve generally the efficiency of the service. 

Of all solutions of this problem the best one so far advanced is that in which 
the employees' contributions of a percentage of their salary constitute individual 
savings accounts which provide them at age 65 to 60. or at disability with a 
benefit called " annuity." In the same solution the Government's contribution 
provides them on retirement with a benefit of an equal amount, which is termed 
" superannuation allowance " in England, " allocation " in France, and " pen- 
sion " in the Massachusetts teachers' system and in the proposed system in the 
city of New York. In the event of the employee leaving the service he with- 
draws all his accumulated, savings, and his withdrawal cancels the Govern- 
ment's obligation to pay him the " allocation " or *' pension." So long as the 
employee remains in the employer's service the two help the realization of each 
other's purpose, for if the Government by adding a " pension " to his " annuity " 
thereby doubles his protection, the employee, on the other hand, by adding his 
"annuity" to the employer's "pension" thereby doubles the facilities of the 
Government in eliminating the inefficient and improving the service in general. 
A nmtual relationship of tremendous social consequence is thus established 
between the two.* 

In the question of maimgement the partly contributory systems tend to allow 
each side equal representation in the managing board, when each side assumes 
equal responsibility for the continued solvency of the system. Frequently, how- 
ever, one side or the other contends that it should have the majority. In this 
case if the fund develops a deficiency, the majority side would be blamed for it 
and would receive no cooperation from the other. 



iThe Massachusetts Board of Education In 1913 stated, in support of the State 
teachers' retirement bill which it prepared and which is now in operation, that "a 
retirement system designed to advance the eflSciency of teaching, while at the pame 
time preserving to the utmost as far as possible, the self-respect on the part of those 
participating therein, should be supported in part by contributions from the prospective 
beneficiaries. Such a system, then, becomes in effect a form of compulsory insurance 
against loss of earning power due to old age, toward the cost of which the State 
makes partial contributions. The board, therefore, recommondM that in any legislation 
providing for retirement allowances for teachers there be Included a provision to the 
effect that from the salaries of teachers who are benefited from such allowances there 
shall regularly be deducted such a percentage as will provide substantially one-half of 
the retirement allowances called for." (Report to the legislature, 1913, House No. 
1926.) 
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A clear distinction between the question of pensions and that of wages is 
promoted by a partly contributory system. But in a preliminary discussion a 
considerable confusion of the two frequently prevails. The employees oppose 
an increase of contributions on the ground that it would reduce their wages, 
whereas the taxpayers protest to an increase of the Government's contribution 
on the ground that it would be equivalent to an increase of wages. Neither of 
these arguments can stand a fair test. The employees' contributions could no 
more be viewed as a reduction of their wage than could any saving which they 
add to their banli accounts. The analogy is complete, for under a fair retire- 
ment system they never forfeit the amount of contributions standing to their 
credit, and the Government pays them no less in wages, because they set aside a 
part of it for their future protection. The argument is unfair, because the 
wage involves not only the satisfaction of immediate but also of future wants. 
It may be said that in some cases the wage provides a mere subsistence, but 
this would only prove that an adjustment is necessary in their case; that we 
have not gone far enough in our social reforms ; and that we need a minimum 
wage, which is a problem for another movement. Of course the contribution 
slightly limits one's immediate use of the wage, but it does so in order to insure 
the employee some satisfaction of his wants in the future. 

It is, therefore, not a reduction of the wage, but a redistribution of it between 
immediate and future wants. Since under jiresent economic and social condi- 
tions it is immensely difficult for the individuals themselves to save, a collective 
effort and a compulsory measure are necessary to assure that a reasonable pro- 
portion of the wage is regularly set aside for future protection. Compulsory 
saving Is made more attractive to the public employee by the fact that under 
certain limitations his savings are doubled by the assistance of the public. This 
is one of the fundamental principles of modern social philosophy. Against 
selfish carelessness and prejudice which are behind the argument it puts forth 
social regulations and unity of purpose for common good. Neither is the tax- 
payer's contribution intended as an increase of wages, for he realizes that by 
cooperation with the employee an esprit de corps is developed which compen- 
sates him for the exi)enditure. 

Furthermore, the two arguments neutralize each other in a fairly devised 
partly-contributory system, and both parties ultimately abandon them as unfair. 
Satisfied that they contribute to a mutual proposition and knowing exactly 
what each side pays, they do not try as they always do under a wholly or non- 
contributory system (as previously described) as soon as the system is estab- 
lished to shift their contributions upon the other. The fact that the partly- 
contributory system is not drawn into the vicious circle which forces abandon- 
ment of the other systems, is, perhaps, one of its greatest advantages. Experi- 
ence abroad tends to show that in all sound and equitable systems of the partly 
contributory type, both parties are no longer regarding retirement benefits 
as a " deferred pay," but as a joint undertaking. As this type of system spreads 
all over the world, the " deferred pay " principle becomes as obsolete as the 
" reward " idea. 

The cost of a retirement system established ujion a sound actuarial basis, as 
the investigation of the foreign systems and of the Massachusetts teachers' sys- 
tems show, amounts according to the liberality of benefits to 10 and even 12 
T>er cent of salaries. Neither the Government nor the employees alone are will- 
ing to bear this expense. The partly-contributory system solves the problem 
by dividing the cost and presents, therefore, the great advantage of making 
possible the establishment of a financially sound system. The shares of cost 
which the employees and the governmnt in these systems bear each amount 
to about 5 or 6 per cent. The employees in this country, accustomed to pay 
cnly 1 or 2 per (?ent to the old and unsound systems which are now becoming 
exhausted believe that they can not afford to pay such high rates. The most 
common argument in any human activity is undoubtedly the one which begins 
with an assertion that it is impossible. We know, of course, that 99 per cent 
of these Impossibilities are only imaginary, as for instance, the belief when the 
subway was built that it would not prove a success. It is also shown when 
a class of school boys having a difficult problem assigned to them by a teacher, 
protest that they will be unable to do it. These contentions can be met by 
showing what others in similar circumstances have done and by inducing them 
to try it. As the teachers in Massachusetts pay 5 per cent, those in Russia and 
Italy pay 6 per cent, and in Liverpool from 4 to 8 per cent, etc., and the 
teachers and other employees in London and other i)laces, as high as 12 per 
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c?ent/ our employees, who do not receive any smaller salaries than these others 
should be able to pay 5 or 6 per cent. 

Accusations and counter-accusations regarding the sufficiency or insufficiency 
of salary, the good faith of government or employee, the responsibility for past 
negligence, the proportion of benetit to each party may promote wider interest 
in the whole question; but there is rather too much danger that the bitterness 
engendered may defeat the whole propaganda, or at the very least limit the 
value of the plan adopteil. 

Two more arguments deserve attention. The first is that the employees 
sometimes claim that a system based upon the principle of cooperative division 
of cost should be adopteil only for new entrants, and that the old system be con- 
tinued for present employees in view of their " vested rights." It is a common 
occurrance when a change of an old social status is proposed that its present 
beneficiaries advance a claim that it should be preserved for them and that the 
reform should be applied only to the next generation. In the question of pen- 
sions as well as in any other question of great importance, the public would do 
well to deny these claims. It wants to have uprooted immediately a vielouK 
system, which threatens its beneficiaries as well as the public, and it expects 
the beneficiaries to cooperate in the matter. Thus, in every country abroad, as 
soon as the dangers of the old pension systems appeared, the legislatures have 
refused the employee's claim that it is oblige<l to maintain the old systems, but 
have changed them in accordance with new principles. No privileges in this 
respect are justified. 

The second is the question of moral obligations, which is much discussed, 
denied, emphasized. Of course there are moral obligations between the Gov- 
ernment and the employee. Unfortunately, each side is inclined to recognize 
only the peculiar local responsibilities of the other to the exclusion of its own 
res?>onsibllitles and of the greater issues. 

The employees are a part of the public. They must look upon the pension 
question not only from a professional but also from a public point of view. 
This is the tendency of the social evolution and the pension movement must 
proceed in harmony with it. When the very keen appreciation which each 
party has of the moral obligations of the other becomes associated in their 
mind with the recognition of their own moral obligations, a new conception of 
mutual responsibility will make for a greater democracy and a happier 
community. 

Ch AFTER V. — Summary of conclusions. 

The following are in brief the conclusions of the writer with regard to 
the three types of system discussed: 

I. THE WHOLLY CONTRIBUTORY SYSTEM. 

1. It embodies no public purpose, for it is usually establlshe<l by the em- 
ployees as their private association for their own benefit. The employees man- 
age it themselves while the Government and the public have little interest in 
the matter. 

2. In the course of time the measure proves unfair to the employees and in- 
adequate for the Government and leads to considerable bitterness. The em- 
ployees realize that the pension is of benefit not only to them but also to the 
public and they consider unfair that they alone should contribute. Frequently, 
too, they take an extreme viewpoint that it does not benefit them, but benefits 
only the public and that they should be absolved, therefore, from contributing. 
The Government realizes that the system could more adequately benefit the 
public if it were reorganized and managed partly or entirely with that pur- 
pose in view. As a result of the movement either a subsidy is granted or em- 
ployees' contributions are altogether abolished, the Government assuming the 
entire cost. At the same time the Government takes either part or the entire 
management out of the hands of employees. Thus the system changes to a 
partly or noncontributory basis. 

3. The abandonment of wholly contributory systems is accelerated by the 
fact that the employees always fix their contributions so low that the fund 
breaks down after a few years of operation. 

4. If their contributions were high they would lead to an Increase of salaries, 
thereby shifting a part of the employees' pension burden upon the taxpayers In 
another form. 

1 Id New Zealand the teachers, police, railway, and other employees contribute from 5 to 
10 per cent, and In London the teachers contribute from 5 to 12 per cent. 
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5 It affords no basis for the establishment of a sound actuarial system be- 
cause the cost of benefits, especially at higher ages would be absolutely im- 
possible for the employees alone to bear. 

II. THE NONCONTBIBUTOBY SYSTEM. 

1. It is autocratic, more or less discretionary with the higher officials and 
dangerous therefore to the independence of employees. It is established by the 
employer for the purpose of gaining a greater control over the efficiency of the 
service by retiring the superannuated and by threatening the active members of 
the force with forfeiture of all pension rights in case of their dismissal or resig- 
nation. It regards the employee merely as a machine and ignores his needs and 
desires. It gives him no voice in the management of the system. 

2. It is inequitable between the older and younger employees. It focuses the 
attention upon the immediate retirement of the aged members. Its natural 
tendency is to iirovide no benefits for the contingencies which threaten the 
young employee, such as early disability, early death, resignation, and dismissal, 
but to provide increased benefits to the fortunate ones who remain in the 
service until old age. 

3. As the pension disbursements increase they depress the wages of the 
younger employees, with a result that the pension becomes a "deferred pay" 
and the system becomes contributory under disguise in a most inequitable 
form. The younger generation pays for the benefits of the older and no one 
knows how much he pays. 

4. It absolves a large group of employees from any obligation to save. This 
Is harmful to the individual employee as well as the society at large. It meets 
the condemnation of the public which promotes voluntary and compulsory sav- 
ings, and it is eventually substituted by a contributory system. 

5. It becomes too costly for the Government. The latter is forced to request 
the employees to contribute and changes it to a partly contributory basis. The 
change involves much greater complications than would have taken place had 
that basis been adopted from the beginning. It has been abandoned almost 
everywhere abroad and must be abandoned in this country. 

6. Its basis is ill adapted to the establishment of a sound actuarial system 
which involves the building of a reserve, because the cost of such a system 
would be too great from the very outset for the Government alone to bear. 

7. Its exclusive application to a certain group of or all public employees 
affords an argument against the establishment of contributory systems for all 
other wage earners. It blocks, therefore, the spreading of the social insurance 
movement. 

III. THE PABTLY CONTBIBUTOBY SYSTEM. 

1. It is a compromise between the foregoing two extreme systems. 

2. It harmoniously combines with social insurance and with its principle that 
every worker must participate in the cost of his protection. 

3. It is a joint undertaking which involves mutual benefits and a twofold 
purpose — on the one hand, insuring the employees and their dependents against 
want in old age, distdulity, death, and — to some extent- -resignation and dis- 
missal ; on the other hand, facilitating the elimination of the ineflScient from 
the service and promoting an esprit de corps. 

4. It tends to give both sides an equal voice in management. 

5. It promotes a clear distinction between pension and wages, each side 
knowing what it pays; it is not intended either to reduce or increise the 
wages, does not depress the wage and does not become a " deferred pay." 

6. It makes possible the establishment of a financially sound system the 
cost of which amounts to 10 or 11 per cent or even more, by dividing the cost 
and requiring the employees to pay 5 or 6 per cent, as is being done all over 
the world. 

7. Concurrently with its adoption for both present employees and new en- 
trants, the old " vested rights " and privileges are being swept away. 

8. It is a system which progresses in harmony with social evolution while 
the other systems are dying, and it expresses the growing mutual responsibili- 
ties which make for a greater democracy and a happier community. 

BBIEF HISTOBY OF THE NEW YOBK CITY TEACHEBS' BETIBEMENT FUND. 

Among the 22,000 teachers of New York City only a very few know that the 
bill which established the old and unsound retirement fund, now bankrupt, and 
the subsequent amendments, was framed by the teachers and passed upon their 
urgent solicitations. Most of them are under false impression that the city 
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established the fund and is responsible for its bankruptcy. Briefly, the history 
of the fund is as follows : 

In 1887 a group of teachers established a voluntary mutual benefit association, 
to which they subscribed 1 per cent of tlieir annual salary. The members who 
compietey 30 years of service wer to receive from the fund a pension of $600. 
Members who resigned, were dismissed, or died forfeited all their contributions. 
It was all a gamble. The fund was utterly unsound, and yet duriug the first 
few years it seemed a success, membership having rapidly increased to about 
5,000. Soon, however, the insuflic'ency of the fund appeared and benefits were 
reduced. Participation being voluntary, the younger members withdraw from 
the fund at the first sign of trouble, thereby further reducing the resources 
of the fund and causing further reductions of benefits until they dropped to 
about $75. The fund became a complete failure. 

While the voluntary association was declning a group of teachers framed a 
bill for the establishment of a retirement fund in which membership would be 
compulsory. The resources of the fund were to come from deductions for 
absences which, it was wrongly claimed, would be sufficient to provide the 
benefits. To avoid opposition, no other contributions were required. Neverthe- 
less, the measure was opposed by the board of education. A principal, Mr. 
O'Neal by name, a man of high standing and a founder of the Elks Club, who 
had a few years previously introduced in Albamy a retirement bill which failed 
to pass, gave his active support to the measure, and succeeded iu securing the 
support of the governor, whom he knew intimately, and the passage of the bill 
in spite of the opposition of the board of education. Thus the fund >vas estib- 
lished. It was just a-s unsound as the mutual benefit association, being nothing 
more than a tontine, a lottery, a gamble. Two years later, as absence deduc- 
tions proved insufficient, a city contribution of 5 per cent of the excise taxes 
was secured. Next, the teachers' associations of Manhattan and Brooklyn ap- 
pointed a penson committee which prepared a bill merging the New York and 
Brooklyn fund (est. in 1895), and substituting in the matter of management 
for the one man power of the superintendent, n retirement board of seven 
members, of which three were to be elected by the teachers. They introduced 
the bill and securetl its passage in 1901. A later amendment prepared by the 
teachers added a contribution of 1 per cent from the teachers' salaries. Al- 
though the teachers' representatives had a slight minority in the management, 
they were practically managing the fund. The secretary, the most active mem- 
ber, was a teacher. 

During the first 14 years, when disbursements were comparatively small, the 
fund accumulated a reserve of about one and a half million dollars. The man- 
agers of the fund sincerely believed that the fund faced a prosperous future and 
that its income was more than sufficient.' However, their optimism faded away 
after 1910, when the increasing disbursements exceeded the receipts, causing a 
drain on the reserves. They advanced various measures for relief, but these 
failed. They then realized that the fund needed an actuary. In his investi- 
gation Mr. Hutchinson, whom they engaged, pointed out the fact that the fund 
had been insolvent from the beginning and recommended a radical reorgani- 
zation of the fund. But the managers of the fund did not adopt these recom- 
mendations, knowing, no doubt, that an actuarial reorganization and a provision 
for higher contributions from teachers, such as adopted in the sound actuarial 
systems abroad, would be opposed by the teaching force. Various unsound re- 
visions \^ere discussed without result, until in 1914 the mayor's pension commis- 
sion undertook to solve the problem. The commission published a report in 
January, 1916, in which it advanced an actuarial plan of reorganization. The 
provisions of the bill, that no retirement should take place before the age of 65. 
except in case of disability, met considerable criticism on the teachers' part. At 
about the same time the pension committee established by the federation of 
teachers' associations prepared a plan providing for retirement after 30 years 
of service on a pension of one-sixtieth of salary. The plan was not on an actu- 
arial basis. Several conferences between the two bodies took place, as a result 
of which a compromise was reached, and a 1>ill was prepared providing for the 
establishment of a fund on an actuarial basis and for retirement at age of 65, 
or after 35 years of servi<*e, on a pension of one-seventieth of salary. As soon 
as the bill was introduced a part of the teachers, asserting that the city was 
responsible for the bankruptcy of the fund, and being unwilling to increase their 
contributions, opposed the measure. A referendum taken among the teachers 
showed that 11,000 were on the side of the opposition as against 8,000 in support 
of the measure. In view of the divided opinion of teachers the legislature failed 

^Annual reports of the secretary of the fund, 1909 (p. 19) and 1910. 
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to pass the bill. This year a new bill has been Introduced by the city commis- 
sion, which is described on the following page. 

SOUND RETIREMENT LEGISLATION. 

From the point of view of funding contributions retirement systems may be 
broadly divided into two classes — those in which the contributions of all mem- 
bers are funded from entrance to service in one collective reserve retirement 
from service. The systems of New Zealand, London, and Liverpool, shown in 
the appended chart, belong to the first class. The systems of Italy and Massa- 
chusetts, shown in the chart, and the proposed systems for New York City and 
Pennsylvania described below, belong to the second class. 

Retirement for New York City teachers. — ^A complete reorganization on a sound 
actuarial basis of the old unsound retirement fund which was planned by the 
leaders of the New York City teachers in 1894, and which broke down com- 
pletely, is provided in the bill just introduced in the legislature. Retirement i;s 
to take place at age 65, or after 35 years of service or at disability. The super- 
annuation benefit consists of an annuity of an amount which the teachers* con- 
tributions would purchase (the latter being so estimated as to produce at the 
full rate and period of service about one-fourth of the average salary of last 10 
years, the teacher being allowed to reduce his contribution), and a "pension" 
from the city of strictly one-quarter average salary and of an additional one- 
thii'ty-fifth of one-fourth for each year of service rendered before the enact- 
ment of the law. Disability allowances and various optional benefits are also 
provided. The contribution of each teacher are funded on a savings bank basis, 
constitute for him an individual reserve, and are refunded with interest upon 
resignation, dismissal, or death. With regard to new entrants, the city con- 
tributes on a reserve basis, whereas in the case of teachers already in the serv- 
ice it contributes partly on a reserve, partly on a cash disbursement basis, on 
which it pays their pensions as they mature. In the case of new entrants, the 
contributions of the city provided one-fourth pay on service retirement. As to 
present teachers, the city provides an additional one-thirty-fifth of one-fourth 
for each year of service rendered before the enactment of the law. It assumes 
the entire liabilities for the teachers who have more than 35 years of service 
and for the pensioners already retired, who number about 1,400. 

Compared with the Massachusetts system and the many sound actuarial sys- 
tems abroad (see appended chart), this is probably the most liberal system of 
all. The fund is managed by a board of seven members, of which three mem- 
bers represent the city, the other three are elected by memb.ers of the fund and 
the seventh member is the president of the board of education. 

Retirement bills in other States. — The bill now pending before the Pennsyl- 
vania Legislature provides for a sound ret'rement fund to be established on a 
reserve basis. Membership is made compulsory for all teachers entering the 
service after the date of enactment. Teachers already in the service ^re given 
until July, 1918, to elect whether or not to enter. On retirement at age 62, a 
bnefit *s provided which consists of a " teachers' annuity " and a " State 
annuity," each of one-one hundred and sixtieth of final salary for each year 
of service rendered after the establishment of the system and of an additional 
State annuity of one-eightieth salary for each year of prior service. .* Disability 
allowances and various optional benefits are also provided. Each member 
contributes strictly on a sav'ngs bank basis such a percentage of his salary 
as would purchase the " teachers' annuity," except that no contributions are to 
be calculated upon that part of salary which is in excess of $2,000, and that 
any contributions above 5 per cent are optional. The member's contributions 
are refunded, together with interest, upon resignation, dismissal,.. or death. The 
provision for benefit for subsequent services is placed equally upon the teachers 
and the State with one qualification in favor of the former, that they may 
reduce their contribution down to 5 per cent without reducing thereby the State 
contrbution and the State annuity. With regard to prior services the State 
assumes the entire burden and discharges it on a reserve basis by means of a 
semiannual contribution of 2.8 per cent of salary. The management of the 
fund is composed of the three members representing the State, three others 
elected by the members of the fund, and one neutral elected by the six. An 
important provision of the bill allows any local fund now existing in Pennsyl- 
vania (there are 10 pension funds, and they all, but that of Erie, are unsound) 
to merge with the State fund upon two-thirds vote of the teachers. 

Other States in which bills for the establishment of sound retirement legisla- 
tion are now treing considered by the legislatures are Connecticut, Colorado, and 
Oregon. 
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Mr. GoLDscHMiDT. I also have a little article I read on the subject 
before the House in 1914, and I would like to put it in if there is no 
objection. 

The Chairman. Is it substantially what you have testified here 
to-day? 

Mr. GrOLDSCHMiDT. DiflFeient in that I go into the cost of living 
having a bearing on this contribution. 

The Chairman. I do not want too much in the record. 

Mr. Llewellyn Jordan (secretary United States Civil Service 
Retirement Association). It explains the contributory plan, Senator. 

Mr. GoLDSCHMiDT. Is there any question. Senator? 

The Chairman. I do not think of any just now. 

(The article referred to by Mr. Goldschmidt is here printed in full, 
as follows:) 

STATEMENT OF MB. DANIEL GOLDSCHMIDT, CHAIRMAN EXKCUTIMi: COMMITTEE 
FEDEBAL CIVIL SERVICE SOCIETY, STATE OF NEW YORK. 

Mr. Goldschmidt. My name is Daniel Goldschmidt. aiid I am chairman of 
the executive committee of the Federal Civil Service Society, New York State. 

Mr. Chairman and gentlemen, this is my first appearance in Washington and 
I am a little bit awed by the vastness of everything. 

There is a serious illness afflicting the civil service; the patients have ex- 
plained to us their symptoms, and we, the students, will tell you what in our 
opinion will prove a remedy, each from his own viewpoint, the result of his 
honest convictions, after deep and serious study and mature consideration. It 
is then for you to decide which is the best and proper remedy, for you are the 
doctors ; and as there is no question as to the nature of this illness, all we ask 
of you is action, immediate action, before many more of your patients die. 
And, gentlemen, the simplicity with which this can be treated is plain, since it 
Is not medical skill we need— only mathematical skill — and as medicine, a 
small amount of dollars and a large amount of humanity, blended with sense, 
reason, and patriotism. 

An average of $1,000,000 for 50 years will provide an annuity for the super- 
annuated ; that is, pay for back services during the period under a contributory 
retirement bill, as expounded by the Efficiency and Economy Commission and 
reported on favorably by Hon. William H. Taft, ex-President. However, the 
nature of the remedy is in your hands. In 1911 there were 6,523 employees 
over the age of 64 ; 1,852, or 1 in every 14, in Washington, D. C. ; 4,671 else- 
where, or 1 in every 34, and to-day the estimated loss due to the lack of 
superannuation law is $1,500,000, or thereabouts. 

I represent the Federal Civil Service Society of New York City, which has 
among its members employees from every branch of the Government service 
and who believe in a contributory form of retirement as the most plausible and 
just to the Government as well as to the employees. 

We have here in this room honest, conscientious men who favor a straight 
pension, and maybe some who favor some other plan, but each and every one 
is here for but one real purpose; that is to ask you gentlemen to enact some 
kind of a law that you in your wisdom can evolve from all the different ideas 
that are promulgated, taking perhaps the best of each and cutting away that 
part which is not so good, or adopting as a whole any particular plan hert* 
presented. 

No matter how much our opinions differ as to plan, we ask you for some 
definite action, as there is a crying need for superannuations from all the heads 
of departments, as you also well know, and from the old clerks themselves^ 
comes the plea for a pension or annuity, so that their last few years of life 
can be spent in peace and happiness, to prepare to meet their Creator. There 
are several plans, among which are the Perkins bill, an old-age contributory 
plan ; the Gillette bill, an old-age contributory plan, with $600 maximum ; the 
Austin bill, an old-age contributory plan, with 15 per cent increase of salary ; 
and the HamiU bill, a service plan. 

I am here to advocate the contributory plan, where first the Government will 
increase our salaries in order to meet the advanced cost of living, and then 
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from out of our iialaries deduct a certain per cent as our share of the con- 
tribution. 

As both the Qoyemment and the employees gain throu^ a superannuation 
act, both should pay. So the Government also should give a certain per cent 
equal to the employees. It can well afford to do this, as the very first year 
after the passage of an act 6,523 employees could letire, who earn a salary of 
$6,523,000. The pension of these men at only $600 per annum, if that should be 
the figure, would be $3,913,800, leaving a balance of $2,609,200 with which, at 
the minimum salary of $800 average, 3,262 clerks could be employed in their 
stead, who could more than do their work. Inasmuch as when an employee is 
absent his mates must do his wortc, so the lapsed and unexpended siedaries 
should be added to the fund, which, should it become too large, the percentage 
of all concerned could be reduced one-half of 1 per cent If the fund is not suf- 
ficient, the percentage could be increased one-half of 1 per cent. an<l if need be, 
until it reaches 3 per cent, but no more. The salaries as they are at present 
could stand no reduction, as the cost of living, in the large cities especially, is 
almost beyond belief. Years ago $1,200 was a large salary ; to-day an employee 
with two children can not live the life a Government employee should live; if 
he wants to bring up his children in decent invironments he must sacrifice some 
of the other things very essential. 

So hard is it to make both ends meet that the departments are honey- 
combed with organizations — sick aids, burial clubs, mutual aids, loan clubs, 
savings societies, insurance against removal, resignation, etc., which proves 
that although a hardship, they are comi)elle<l hy sheer necessity to provide 
against every contingency, or when trouble overtakes them they are over- 
whelmed. This, with helpful subscriptions from time to time, is a terrific drag 
on their salaries, especially in those departments like the Post OflSce, where 
every absence of one hour, even though it may be the first in 20 years, is de- 
ducted from the pay ; where even absence through the death of mother, father, 
wife, or child is deducted and no sickness is allowed for same. 

Mr. DDES. What department is that? 

31 r. GoLDSCHMiDT. The Post Oflice Department 

Mr. Dies. Have they no sick leave? 

Mr. GoLDSCHMror. Nothing, only 

The Chairman. No sick leave in Washington? 

Mr. GoLDSCHHiDT. I do not know about Washington: I am not prepared to 
say as to that. I think they have. 

Mr. Dies. What annual leave do these employees have? 

Mr. GOLDSCHMIDT. Fifteen days, excluding Sundays and holidays. There are 
departments where the employees receive 30 days' sick leave, but such a thing 
in the Post Ofiice Department outside of Washington is unknown. 

Mr. Dies. They have only the 15 days* annual leave? 

Mr. GoLDScHMiDT. That is all, and every hour of absence caused by sickness 
or death is deducted. 

Mr. Dies. Do they not have to work on Sundays? 

Mr. GoLDSCHMiDT. Sundsys; but get a day compensatory time. Some men 
work every fourth Sunday, some men every second Sunday, and some men every 
Sunday, and some once in a great while. 

Mr. Dies. How many holidays are allowed? 

Mr. GoLDSCHMiDT. Every holiday — oh, no; excuse me, Mr. Couimitteeman ; I 
work every alternate holiday. I do not get it back. I am on this coming holi- 
day, and I have to work, and I get nothing back for it, because it is my day on. 

Mr. Dies. I did not know that clerks had to work on legal holidays. 

Mr. GOLDSCHMIDT. I dare say there are branches in the custom service where 
they never have a day ofT. 

Mr. Russell. Yes; that is true in the customs service. 

Mr. GOLDSCHMIDT. Where an error may cause a clerk to be compelled to make 
good a loss, which, If it happens to be too great, the employee must throw him- 
.self on the charity of his fellow employees. 

Recently the Association for Improving the Condition of the Poor issued a 
statement — ^and I have the clipping from a New York paper — showing that the 
minimum income on which a person can maintain a family of five on a normal 
standard of living is $1,100 to $1,300 per annum ; and I can safely say that it 
is less than is practically possible in decent environments, one reason being be- 
cause they show $19.50 per month for rent and light. This was a test in any 
other department, for that family would require at least three bedrooms, a 
kitchen, a dining room, or liying room, and I know of no part of New York City 
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where in healthful and decent surroundings one can procure these five rooms, 
with light, at such a figure. They allow $1.35 per month for fuel — ^practically 
Impossible ; medicine, $28.83 per year ; and nothing allowed for doctor or other 
medical attendance, births, or deaths. 

These figures were the average for 27 families, and the purchasing on a co- 
operative scale increased the value of their money 25 to 30 per cent, which an 
individual can not receive the benefit of. Also there was no charge for admin- 
istration. 

Mr. Dies That item for fuel is $1.35 per month? 

Mr. GoLDscHMiDT. Yes, sir ; $1.35 per month ; and I will give you later on the 
entire recapitulation. 

For car fai^e, 6i cents a day, while most men have at least 10 cents per day ; 
household supplies for five, $33.21 per year. 

Mr. LoBECK. You mean household supplies for a year? 

Mr. GoLDSCHMiDT. Yes, sir. 

The Chaibman. What department are you basing that on? 

Mr. GoLDSCHiciDT. This is a statement issued by the Association for Improv- 
ing the Condition of the Poor, of New York City, showing how it takes an in- 
come of $1,100 to $1,300 for a normal standard of living. Grentlemen, I will 
show you it is far below what it is practically possible to do. The next is 
clothing, at $158 per year, and food, $473 per year, while all other incidentals 
are figured to be covered by $35.40 for the year, making a total as follows for 
the year. Rent and light, $237.25 ; food, $473.77 ; clothing, $158.04 ; fuel, $16.42 ; 
lunches, $32.48; dues, $27.82; medicine, $28.83; ice, $18.25, which is 5 cents a 
day, and I say to you on my word of honor that you can not buy a 5-cent piece 
of ice in New York. There is no such thing, and a 10-cent piece is the smallest 
you can purchase. That 10-cent piece of ice is a day's supply, but only cools 
the ice box, because when it is hot in New York it is very hot. 

Mr. Dies. I know it is. 

Mr. GoLDscMiDT. Then car fare, $23.72 ; supplies, $33.21 ; and miscellaneous, 
$35.40 ; making a total of $1,085.19 ; and I trust that the man who had 

Mr. Dies. What is the size of that family? 

Mr. Goij)scHMiDT. Five — a man, wife, and tln-ee children — and I trust the 
man who had to get along on that had no appendicitis operations. [Laughter.] 
And I trust he did not have to buy eggs, because he must pay 60 cents a dozen 
a great part of the winter, and butter was 40 to 50 cents a pound. 

Mr. Dies. Storage eggs were never as high as 60 cents in New York City? 

Mr. GOLDSCHMIDT. No, sir; but I will tell you In what are considered some 
of the cheapest stores, like Butler's and the Atlantic & Pacific Tea Co., you pay 
as high as 37 to 45 cents for the eggs they sell at those places. 

Mr. Dies. What kind of eggs are they? 

Mr. GoLDSCHMiDT. I dare say they must be storage eggs. 

Mr. Dies. Can you say whether they are yard eggs or cold storage? 

Mr. GoLDSCHMiDT. I cau not answer that. I dare say that Butler and the 
Atlantic & Pacific Tea Co. handle mostly storage eggs, but I do not know. I 
will not want to go down on record, because they might sue me for libel. 

Mr. Dies. We will assume they were storage eggs? 

Mr. GotDscHMiDT. That is probably correct. 

Mr. Dies. Cold-storage eggs have not been over 40 cents, have they? 

Mr. GrOLDSCHMiDT. Oh, yes, sir. The price of eggs has been such in the past 
year that I, personally, speaking only for myself, could not at times afford to 
purchase eggs that ought to be provided for a family ; I will have to admit it, 
although it might be a little painful to admit, that at times we could not have 
the eggs we should. 

Mr. Dies. There are a good many men in New York in that fix, so far as 
fresh eggs are concerned. 

I think you make a mistake when you constantly talk about the high cost 
of living in the cities, because the cost of living is high everywhere. You take 
the essential items of food and clothing and there is not very much diiference 
in the small and in the larger cities. 

There is a little difference in eggs, it is true; very little difference in butter. 
Of course, the difference in articles of clothing is on the side of the man in the 
larger cities, because he has a better assortment and is in a position to buy 
them cheaper. I think you will find the cost of living in the smaller towns is 
not, probably, as great as it is in the larger cities, including rent and all the 
other articles, but you will find it is running quite close second in the large 
cities themselves. 
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Mr. GoLDSCHMiDT. I Will take your word for that. With your permission I 
will continue, gentlemen. 

The Chairman. Proceed. 

Mr. GoLDscHMinr. It will l)o observed that nothing is allowed for prolonged 
sickness or loss of salary, nothing for pleasure, nothing for extra car fare, 
not a luxury nor an extra comfort, not a pipeful of tobacco or a 10-cent box 
of " Loft's Special " candy. 

Is this the life a Government employee should live or rather exist ; what man- 
ner of mental work can pen do worrying along under such conditions? I am 
employed in the post office, clerk in charge of the Registry Division. On some 
tours I am in charge of 45 men, on some 100 men, handle hundreds of millions 
of currency every year, have large and exacting responsibilities on a salary 
of $1,400 per annum. I have two children that I am trying to give a good edu- 
cation ; I am trying to live as a Government employee siiould live. I can itemize 
every cent. If necessary, for the past five years, yes, for the last 17 years, and 
show that it has been u struggle to get along, and not 1 cent saved in the lajst 
10 years. 

The best evidence that the salary of Government employees is insufficient to 
provide for their own annuities without an increase of salary, is the notorious 
amount of loan sharks that prey upon them. 

The honorable President, Congressmen, and the judiciary, in the last few 
years, have had their salaries increased 50 per cent or more, to meet the In- 
<*rease in the cost of living, yet we are working under salaries based on condi- 
tions 89 years ago, and in some instances the salaries are less. Surely we have 
also felt the necessity for a little more money, a few more of the labor-savinp: 
devices for our har(l-worke<l wives, a few more comforts for our families, a 
little better standard of living to conform with the times. 

Give us the incr(^ase, and we can pay a contribution to provide for the days 
we can no longer give the labor we are giving now, so the Government depart- 
ments won't be lmnii)ered by our feeble efforts to do 25 per cent of work for 
100 i>er cent of pay when we become old ; so we can take away this dread of 
old age, this grim specter of want, that confronts us all in our declining years. 

Some foreign writer said that the people of this country all had a worried 
look about them, and lacked that happy cheerful air that the Germans, the 
French, and the Swiss people have. What is this worried look, for what and 
why this scheming, conniving, and pursuit of the mighty dollar? It is the 
fear of want in old age. Everyone who is not rich is worrying as to what will 
become of them when he is old, for, gentlemen, you know it — ^no one can depend 
on their children. One father can support seven sons, but seven sons can not 
support one father. 

Give us some sort of retirement law, something to begin with, something 
that in your Judgment is Just to the employee and Just to the Government, and 
you will not have been here iti vain ; and remember that this will only be the 
beginning, because the time will come shortly when all the States and Govern- 
ments will have to provide food, clothes, and lodging to those old gray heads, 
those that have buill this country by their toll until the time that their strength 
failed. You can not kill them ; you must not let them suffer ; you must pro- 
vide for the fathers jmd mothers of the race. 

Mr. Dies. You are talking about old-age pensions? 

Mr. GoLDScHMiDT. I am intimating that, because the claim has been put ui) 
and the question agitated fr<im time to time In a sort of a Joke, " Why only the 
Gr)vernment employees; why not the rest of us? " 

Mr. Dies. That is the logical sequence of the old-age pension. 

Mr. GoLDSCHMiDT. That is my statement. 

I respectfully ask you for some action — to report out of this committee a 
contributory bill with an increase of salary at least large enough to cover the 
deduction. l*rovlde for the old men and those who are and soon will be near 
the retirement age, or, rather, for all the past services, compelling the new 
entrants to su|)port their own annuity out of a fair compensation. 

In the course of my argument I have shown you that the bedrock average 
for a family of five for a period of one year under, the cooperative purchasing 
plan and the most favorable conditions, with the expert supervision of the 
Association for Improving the Omdition of the Poor, was $1,082. 

You have been authoritatively informed that the average salary of Govern- 
ment employees is $948 — $134 less than the experiment among the poor shows— 
and, besides, the purchasing i>ower under the cooperative plan makes their 
$1,082 go as far as $1,298 would go where each Individual must purchase in 
retail stores. 
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To show more in detail the actual living expense in New York or any other 
large city, I beg to advise you how my salary of $1,400 was spent in the year 
1913. That year my family needed no new heavy winter clothing, as we were 
provided from the year before, and we have been remarkably free from sick- 
ness or other unforeseen expenditures. 

My wife makes all her own and the children's dresses, does her own washing 
and household duties; a dressmaker is an unknownq quantity in my home. 
The only real pleasure we have is when I procure my annual leave of absence 
or vacation of 15 days, which makes it a real necessity to take my hard- 
working wife and studious children out into the country to live in the open 
air and sunlight in order to recuperate from their year of hard work and con- 
Unement within four stone walls. 

I live in a flat of five rooms about 8^ miles from my work, in a high and 
healthy neighborhood. 

Some of the items appear to you as unnecessary, but I wish to add that 
in a large city these things have become a part of life, and I desire to and have 
a right to live and not merely to exist. We live, dress, and eat plainly, attend 
lectures, and try to make our lives of some use to our fellow beings. 



Salary for year of 1913 $1, 400. 00 



Food 

Rent 

Gas 

Electric light 

Olothes 

Shoes 

Lunches 

Fare to work 

Dentist for four 

Sundries 

Liff insurance policy for 

.•^2,000 

Mutual and sick aid 

Lodge 

Doctor, three visits 

Medicines and toilet ar- 
ticles 

Household articles 

Extra car fares 

Pleasure 



442.15 
360.00 
18.56 
6.20 
72.49 
25.63 
54.00 
33.40 
19.50 
39.68 

58. 40 

25.50 

2.50 

3.00 

12. 85 
21.15 
16. 65 
14.79 



Presents, including Christ- 
mas 

C'harity articles 

Society dues 

Newspapers and magazines- 
Laundry (collars) 

Bond 

Charity (cash) 

Laundry, bed sheets 

Fire insurance 

Luxuries 

Vacation for four, 18 days. 
Education (public school, 

boy, 7; normal high 

school, girl, 16) : 

Fare $18.65 

Stationery 4. 51 



12.03 
4.10 
5.80 
7.26 
4.16 
1.50 
5.00 
2.40 
4.16 
14.23 
59. 65 



Daughter's musical educa- 
tion 



23.16 
30.10 



Total 1, 400. 00 



The net result of this expenditure is : 

(^lean and wholesome living. 

Son at the head of his class, intelligent, and will make a good citizen. 

Daughter the recipient of gold medal in mathematics, three honors in other 
subjects, and holder of a letter from board of education for having taken 100 
per cent in English and grammar in three tests. 

Money saved to provide against old age, none ; but I trust the world and our 
-community has lost nothing by my family having lived. 

That, gentlemen. Is my argument. 

Mr. Dies. That is a splendid argument; the best I have heard since I have 
l>een a member of the committee. 

Mr. GoiJ)scHMiDT. It has all been prepared with the same idea in view. 

Mr. Alcorn. Mr. Chairman, Mr. J. W. McConnell will also speak 
on the question of retirement. 

The Chairman. Proceed, Mr. McConnell. 

STATEMENT OF ME. J. M. M'CONNELL, A FOBEMAN IN THE NAVAL 

OTTN FACTOBT AT WASHINGTON, D. C. 

Mr. McConnell. I would like to say, Senator, in the beginning, 
that we are deeply appreciative of your intei*est in this matter and 
the motives which actuated you in calling this hearing. I take it 
the object of this hearing is to bring out By successive hearings the 
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views of those who will be affected by superannuation legislation in 
order to get something which is practical and satisfactory. 

I will say that I do not believe that the magnitude of the problem 
of retiring United States civil-service employees has been realized 
by those directly interested. Thei*e are two great divisions, the con- 
tributory plan and the straight pension plan. These divisions are, in 
my opinion, almost irreconcilable. I believe that the employees in 
the executive departments would be willing to accept a contributory 
plan on a modest contribution, and on the other hand I do not be- 
lieve the industrial emi)loyees of this Government would accept any- 
thing but a straight pension plan. In view of these conditions it does 
not seem practicable or wise at this time to undertake any general 
scheme of civil-service retirement. There is a condition, however, 
which requires imperative action, and that condition is the urgent 
need for the retirement of the superannuated employees to be found 
in all departments. It is no trouble for anyone who wishes to inves- 
tigate to go into any of the departments here and the different offices 
and find them choKed with elderly people who are inefficient and 
incompetent through superannuation. After long and mature study 
it is my sincere judgment that action sliould be taken at once upon 
the question of retiring superannuates now in the civil service. 

The Chairman. What age limit would you fix, Mr. McConnell? 

Mr. McCoNNELL. Our ideas of the ultimate system would set the 
age limit at 65 for voluntary retirement. We would also set the age 
at 60 years at whch disability ceases and superannuation begins. 

The Chairman. You are like Dr. Osier. You would have a man 
chloroformed when he passes 60. 

Mr. McCoNNELL. Oh, no; but I do not think he should be retained 
at his work when he has to be assisted to his desk, and, when the stress 
of the day's work is done he has to be assisted to leave it. To take 
care of the immediate situation it is strongly recommended to your 
conunittee that the prasent superannuates be retired upon a support- 
ing annuity, and that the problem of devising a permanent system of 
retirement shall then be taken up more leisurely and with a great 
(leal more care than can be given to it at this time. 

The Chairman. Will you let me interrupt you a moment, Mr. 
McConnell? It was suggested that there were 7,000 that would be 
immediately retired in the event of the passage of such a law. What 
age limit does that contemplate? 

Mr. Jordan. Seventy. 

The Chairman. No; there would be more if the limit were set at 65. 

Mr. Jordan. That is right. 

Mr. McConnell. No matter how many, they should be proAnded 
for, and in connection with that matter, we are only asking that Con- 
gress provide for retiring at a certain age limit, and also those who 
liave reached a certain degree of superannuation, to relieve them ns 
they become inefficient and no longer profitable employees for the 
Government. 

The Chairman. Would you have that determined by means of a 
physical investigation? Would that be your idea of how to arrive at 
those who are superannuated? 

Mr. McConnell. I would have that determined very easily by 
physical and mental examination and by the evidence of the heads 
of the departments and the evidence of flie employees themselves. I 
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think we should take it as a fundamental rule that no man should 
be separated from his employment as lon^ as he was able to do 
efficient work no mattter what the age may be. We may have to fix 
an age for administrative purposes because we may not be able to 
separate those who are inefficient from the service by other means, 
hilt I do not believe we, ought to separate them from the service 
simply because they have reached a certain age. Such a course is 
not founded upon our understanding of the science of retirement in 
the ci^dl service. I think that the bill should go this far, that when 
a man is drawing a salary which he is not earning because he is 
superannuated, that man should be retired upon a supporting annu- 
ity. If this is done, the element of cost will not enter into the retire- 
ment system ; and in perfecting any action at this time the element 
of cost, so far as the Government is concerned, becomes a matter of 
judgment in keeping your accounts; instead of paying salaries not 
earned, you take a part of tliat salary and turn that over in the form 
of an annuity, and if you have any means of telling the amount that 
would be saved by this procedure you would find that the Government 
would not be a loser, and the amount paid in pensions would be veiy 
much smaller than the amount you would pay in salaries to super- 
annuated employees for services not performed. It is the same as if 
you were paying a high nite of interest on Government bonds and 
retii-e them and reissue the bonds at a lower rate of interest. 

That is precisely what happens if the superannuated emploj'^ee is 
retired on a portion of his salary which you turn over to him in 
the form of an annuity. 

I wish to sajr briefly that I do not believe there would be any wide- 
spread objection to the enactment of a retirement measure some- 
thing similar to the one represented in the Keating bill in the House. 
There are some provisions there which should and would be modified, 
but it embodies practically what we desire at this time, and that is 
the retirement or the present class of superannuates in the service. 
It is going to take a number of years to work out a satisfactory retire- 
ment system because the principles are not broadly understood. The 
administrative officers of the Government are not interested in a 
thorough understanding of the matter. Congress is not interested 
to any great degree upon legislation of that kind, and yet we are 
facing a condition with offices choked with superannuated employees, 
and something must be done. For that reason we are urging as the 
most practical method now the retiring of the superannuates on a 
supporting annuity. 

The Chairman. How many civil-service employees are there or 
were there on the 1st of January, 1917? 

Mr. McCoNNELL. Senator, in that connection I desire to call atten- 
tion to the fact that we have in the United States Government a 
Bui'eau of Efficiency. This bureau, under a Senate resolution, was 
required and requested to get certain data concerning civil-service 
employees — their ages, salaries, length of service, and other things 
pertaining to them, with the object of working out the cost of any 
retirement system that might be proposed. The bureau has haa 
ample time to get this data together for this specific purpose, and it 
should be made public so that we may all see about what is required. 

The city of New York has revised its pension schemes and made 
an accurate estimate of its cost, based on facts and experience, and 



42 BETIBEMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

the Carnegie fund for teachers has had to revise its system on a 
scientific basis. And here we are, working on the biggest i-etirement 
plan of them all, almost absolut-ely without information of any kind 
to help us to an equitable solution of the matter. If the Bureau of 
Efficiency has this information it should be furnished, and if they 
haven't it we should ask why. 

The Chairman. Mr. Brown is the head of that bureau, and I have 
invited him to come before the committee. 

Mr. McCoNNELL. In conclusion, there are anumber here who wish 
to say other things. I wish to say this, that it seems to us that the 
Senate is the father of the civil service. It takes more interest in 
and protects it to a greater extent than the other branch of Con- 
gress. It is certain that the Senate has given more time and con- 
sideration to this matter than the House, and it is there Ave finally 
look for retirement action. It is necessarv that we shall undertake 
this work in all seriousness that we have provided a thorough and 
equitable retirement bill, and it is to tlu» Senate that we look for such 
action. 

The Chairman. Would you make it obligatory? I have in riiind— 
I do not know her, except that she is one of the finest old ladies that 
] ever saw up in the lost-money department of the Treasury. She is 
one of the greatest experts in the world, I reckon, in putting money 
together, and determining what kind of a piece has been lost and 
reproducing it and the Ukc; and the law authorizes it to be repro- 
duced. Would you absolutely retire her? She looks to me to be 
of retiring age. Would you require her to be I'etired ? 

Mr. McConnell. Senator, I believe everyone of the speakers has 
stated the fundamental principle that nobody should be retired who 
is capable of performing his or her work. 

The Chairman. I would not like to say as to that lady's age, but 
«he seemed to be an elderly lady and one of the most competent ones 
that I have ever come in contact with. It was a perfect surprise to 
me that a woman would have the marvelous capacity to put together 
and arrive at a conclusion from the small facts that she had before 
her. She was a marvel to me. 

Mr. McConneli.. Our first plan is to provide for superannuation, 
for inability to perform work, to be determined by the report of ad- 
ministrative officers and evidenced by an examination of the persons 
themselves. 

The Chairman. You do not think it should be whoUv voluntary 
or wholly involuntary, but determined upon the facts ? 

Mr. McCoNNELL. Not for the present, but we want to gjet some- 
thing started to relieve those who have to hobble to their desks. 
Every morning there goes past my house at 8 o'clock an old man on 
crutches, and it takes him an hour to reach his place of work at 9 
o'clock. I do not know his name^ but I do know from his appearance 
that that man can not perform the work he has to do. 

The Chairman. You represent the industrial workers? 

Mr. McCoNNEM.. To some extent; yes. 

The Chairman. You say the industrial workers are in a different 
position from what those in the clerical forces are? 

Mr. McCoNNELii. That is my opinion, sir. 

The Chairman. Do you think that tne industrial workers would 
be willing to any plan, such as an assessment plan ? 
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Mr. McCoKNELL. I do not think they would at the present time. 
It is just my own opinion I am stating. 

The Chairman . I might state in this connection that I asked Mr. 
Brown to appear at the hearing. 

Ml*. McOoNNELL. Mr. Brown estimated one year ago that the 
Government would save $2,000,000 to retire these superannuates. 

The Chairman. Two million dollars; that is the estimate of the 
Bureau of Efficiency? 

Mr. McCoNNEMi. Yes, sir. 

The Chairman. We will have Mr. Brown before us to tell us more 
exactly. 

Mr. McCoNNEMi. I thank you very much. Senator. 

Mr. AixoRN. Mr. Chairman, the next gentleman is Mr. Edward 
Murphy, of the Post Office Department. 

STATEMENT OF MR. EDWARD MURPHY, POST OFFICE DEPART- 
MENT. 

Mr. Murphy. I represent the Post Office Department in this mat- 
ter. I have been in the Post Office and have seen it grow from a very 
small affair to its present dimensions. I have been there for 31 years. 

The Chairman. If you are not ashamed of your age as I am, sup- 
pose you tell us. I never tell mine. I am a bachelor, that is the rea- 
son. TMiat is your age, sir ? 

Mr. Murphy. Sixty-seven. 

The Chairman. All right; proceed. 

Mr. Murphy. The bill that we propose would not cost the Gov- 
ernment anything. We only want this for the Postal Service. 

The Chairman. Has that bill been introduced? 

Mr. Murphy. No ; this bill 

Mr. Flaherty. Mr. Murphy is referring to the Eouse-Hughes bill 
applying only to the Postal Service. 

The Chairman. Yes ; I am acquainted with it. 

Mr. Flaherty. That bill has been referred to the Senate Post 
Office Committee, of which you are a member. Senator, and while it 
is not specifically in front of you this morning, yet I think the in- 
formation he can impart to you would be most useful. 

Tlie Chairman. The clerk will procure the bill for me and we will 
have it before us. 

Mr. Murphy. The bill we propose had at first 4 per cent, but we 
cut it down to 2. 

The Chairman. You mean 2 per cent assessment on each em- 
ployee? 

Mr. Murphy. Yes; and afterwards we cut it down to IJ. And 
now we find that 1 per cent from the employees in the service will be 
more than sufficient to carry it through, if there is any deficit. 

There are about 140,000 in the Postal Service, and $1 a month 
makes $140,000, or $1,680,000 in each year. Out of this number we 
would retire on a scale of 25 years' service. Men will be retired after 
25 years' service so that about 4 per cent, after the flood is over, that 
is for the first time, would be dropped after 25 years' service, those 
over 70 years of age would have to go, and it would be 65 to 66, it 
would be up to 90 years, if there are men of that age in the service 
from the first. Of course, the first year there will be some trouble, 
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but after that there will be no trouble with this scheme. Because 
afterwards the officials will be going out every year, and we find that 
of that 140,000 men the average would be about 4 per cent of that 
total number who would be retired every year. Four per cent re- 
tired would be 5,600 clerks. 

The Chairman. In that department alone? 

Mr. MxTBPHY. Yes ; in that department alone, in the Postal Service, 
which includes several branches, Senator, it includes the post 
offices 

The Chairman (interposing) . Railway Mail Service, rural routes, 
and so forth ? 

Mr. Murphy. Yes. 

The Chairman. It does include the Railway Mail Service? 

Mr. MuRPHT. It includes the Railway Mail Service. Of that 
number, 5,600, we know that they would not all leave. As long as a 
man is competent to do efficient work he would not be forcibly re- 
tired. If he were under the age of 70 or forced to retire after 25 
years of service, and if his work were inefficient, he will be forced to 
retire. We calculate that probably out of the 6,600 men that 4,000 
are as many as would accept retirement, for the reason that men, say. 
55 years oi age or up to 60, and having families and having to pro- 
vide for them, would rather hold on at, say, $1,200, $1,300, $1,400, 
or $1,500 a year than they would to acc ept $600 a year if they are 
capable of performing efficient service. We calculate on that basis 
4,000, and 4,000 men retiring every year at $600 each would be 
$2,400,000. Now, at $1 each from the clerks, we have $1,680,000, and 
on the going out of these men there would be men coming into the 
service. The men going out would average, say, at least, $1,100. 
Some of them would be over that. But say $1,100, and the man 
coming in to take his place would be at a lower salary, at $800, and 
there would be $300 from each one of these employees saved. That 
would give 300 times 4,000 would be $1,200,000 m wages, a saving to 
the Government. 

The Chairman. That applies only to the Post Office Department. 
Would the same principle apply to any other department? 

Mr. Murphy. No ; we did not include them in it. 

The Chairman. Would the same principle apply? 

Mr. Murphy. I suppose it would. The clerks are willing to join 
us in carrying it out. There is no reason why it should not be ap- 
plied to the other departments. 

The Chairman. Your idea is it should be a contributory plan 
rather than a Government plan? 

Mr. Murphy. Yes. 

Mr. Aecorn. The 1 per cent? 

The Chairman. The 1 per cent. Do you think the 1 per cent will 
cover the entire cost ? 

Mr. Murphy. Yes. We have fibred it out 1 per cent would cover 
the whole thing and leave no deficit after the first year. 

The Chairman. Would you prefer that Congress raise your salary 
in accordance with what it did for the other departments before you 
agree to contribute that 1 per cent; you would prefer that, would 
you not? 

Mr. Murphy. Yes; but I believe we have not yet made any such 
appeals. 
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The Chairman. You have not kicked at all? 

Mr. MuRPHT. No. 

The Chairman. In what particular branch of the service are you ? 

Mr. Murphy. In the post office. 

The Chairman. I know; but in what particular branch? 

Mr. Murphy. At the present time, I am in what is known as the 
nixie and filing division. 

The Chairman. Any questions? 

Mr. Jordan. I would like to ask him a question, Senator. I doubt 
very much, Senator and Mr. Murphy, whether the plan outlined 
could be made workable as regards the general service, departmental, 
and including the field service. As I follow the speaker, he has taken 
something like an average of $1,100, and I do not laiow that that 
average if worked out on some higher rate, that that average could 
be made applicable on the same low rate of contribution, in other 
branches of the service. I interjected because you asked whether the 
plan could be made applicable tliroughout other branches of the 
service. A word in conclusion. We have encountered difficulties, 
Senator McKellar, we are very glad to get a retirement law enacted, 
because of the fact that these various bills are taking different 
courses, some of them coming to your committee and some of them 
going to the Committee on Post Offices and Post Roads. The same 
experience has been encountered in the House side. If we could have 
all bills referred to one committee, and that preferably would be 
vour committee in the Senate, where the committee would evolve a 
general plan as a whole 

The Chairman. That would depend upon the Senate. The bill, 
if it applies onW to the Post Office Department, would naturally go 
to the Post Office Committee, but if it applies to all the departments, 
why then it comes here to us. There will be no question about that, 
as Senator Bankhead and I have arranged about that part. 

'NVho else wants to be heard? We can hear probably one more, 
anyway. 

Mr. Alcorn. Is it the intention to give a chance to all those who 
desire to be heard ? 

The Chairman. Yes, sir. I just thought that we would get 
started this morning and then determine a subsequent date to hear 
those whom you would like to arrange for a hearing. A^Tiat would 
be the best time ? 

Mr. Alcorn. This afternoon. 

The CiL\iRi!iiAN. You know we are just required to be in the Senate 
all the time this food bill is on and can only meet in the mornings. 

Mr. Jordan. Couldn't we have night sessions and sit late in the 
evenings; would that suit your convenience and the other members 
of the conmiittee ? 

The Chairman. How many people want to be heard? 

Mr. Alcorn. About 12 more. 

The Chairman. That could be easily arranged to-day. 

Mr. Alcorn. Yes. 

The Chairman. Why not come in the morning at 9.30? 

Mr. Alcorn. We were very glad to be here this morning. 

The Chairman. I know to-day I had another matter. I want to 
upoligize, because I just had another matter I could not get away 
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from, but we might start in the morning at 9.30 and sit until about 
12 o'clock. 

Mr. Jordan. You mean to-morrow ? 

The Chairman. Yes, sir. 

Mr. Alcorn. I suppose we had better hear iiow from Mr. Holder. 

The Chairman. Very well, he may proceed. 

STATEMENT OE ME. AETHITE £. HOLDER, LEGISLATIVE EEPEE> 
SENTATIVE OE THE AMEBICAH EEDEEATION OF LABOB. 

Mr. Holder. Mr. Chairman, I did not bring along with me figures 
like my friend Mr. Murphy did this morning and will not be able to 
speak to you in detail concerning any particular measure that has 
been proposed or particular matter in contemplation or any particu- 
lar actuarial plan, out I do want to deliver myself of a few generalities 
concerning this bill as it applies to the declarations and sentiments of 
the American Federation of Labor at their annual convention, I 
believe that it will at least interest you to know that that great or- 
ganization, with which you are familiar, its activities, etc., as you 
have assisted in the past in manjr of its endeavors and have been 
successful in behalf of humanitarian legislation — probably no other 
question that has been proposed to Congress has carried with it a 
larger spirit of humanitarian intent than this proposed retirement 
proposition; the American Federation of Labor has not yet com- 
mitted itself to either of the propositions; the noncontributory or 
the contributory plan — but, speaking from a general principle, it 
believes the United States Government should, in all justice to its 
employees, follow the line of the other civilized nations of the earth 
and establish a superannuation, a retirement, or old-age pension 
plan ; call it by whatever name you please, it will be a matter of 
indifference to us. We take the ground that during this day and 
age, when there is so much study concerning incentive and the word 
efficiency is very highly worked, that we could very aptly apply both 
terms in our argument before your honorable committee in behalf of 
this question. 

Our young men and young women who come from the States to 
Washington to work do not expect to all stay in the same groove. 
They expect to get some promotion. They expect that by their own 
industry and their own activity and the growth of their intelligence 
that they are going to have an opportunity to develop and make 
themselves useful. It has not always been the happy experience of a 
good many who have come here. I am not prepared to say what the 
reasons are. Some may be personal, but the most of them are really 
departmental, and probably the most of the disappointments occur 
because the natural openings have not been afforded. It has as a 
consequence reduced the efficiency of the young and at the same time 
the Government has been losing the proportionate efficiency of the 
aged and incapable through sickness, who have already done their 
part. We believe that by the establishment of an equitable and a 
reasonable superannuation bill that it would provide a larger meas- 
ure of incentive. It would be a measure of economy for the Govern* 
ment, because at the present time you are really paying, as Mr, 
McConnell says, as already referred to, you are really paying a 
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higher rate of superannuation benefits to those who are struggling 
to their desks in the morning and who have to be helped away from 
them at night, and because of that the Government suffers from a 
loss of service from those who are really incapable of giving this, 
service, and because of a lack of incentive for the younger people,, 
because they feel that their path to progress is blocked. 

You asked some of the previous speakers concerning their views of 
obligatory or voluntary retirement. I think I can make a slight ref- 
erence to that. We already have retirement legislation in several 
departments and for certain grades of Government service. The 
members of the Federal bench, the Revenue-Cutter officials — ^not the^ 
Revenue-Cutter roustabouts, deck hands, and engineer force, but 
only the officers. The Army and Navy officers have it. There may 
be some others, but I simply deal with these three branches — ^with 
the Army and the Navy. I believe you will find by searching the 
statutes that retirement in those departments is obligatory at certain 
ages. 

Mr. Jordan. Sixty-four in the Army. 

The Chairman. They can be designated for service after that time, 
if the President desires. 

Mr. Holder. You are familiar, because of your service on the Mili- 
tary Committee, so that you know about that. I am merely making 
the slightest reference to it. With reference to the Revenue-Cutter 
Service, there is an obligatory retirement. With the bench it is vol- 
untary. A man can stay upon the bench and serve for 10 years, 
after he has reached the age of 70 if he feels like occupying the posi- 
tion. If I was asked my own personal opinion, I would say that, take 
it as a whole, the worker should have that same privilege, provided 
the workers also had a voice in the administration of the division,, 
bureau, or department that might have the management of the super- 
anuated fund, so as to prevent any inequality created in or any favor- 
itism being applied, so that people should not be forcibly retired at an 
earlier age when they could give satisfactory service if they wanted 
to perform the work. 

The Chairman. Now, let me interrupt you if I may. If it bothers, 
you, I will not do it. 

Assume for a moment that some plan that was both governmental 
and contributory, a wise plan that might be agreed upon satisfactory 
to all, how would you administer that? Would you have a board 
appointed to make assessments and collections and turn the fund over 
to the board and have them pass upon the question of which employee 
should be retired and which not; or how would you go about it? 
Would you care to offer me your views? Are you in the employ of 
the Government? 

Mr. Holder. No, sir. I am with the Federation of Labor. 

The Chairman. The Federation of Labor? 

Mr. Holder. Yes, sir; and I have been its legislative agent. You 
are asking now for my personal views. 

The Chair3ian. Yes. 

Mr. Holder. I can not commit our organization to any position in 
reply to a question, so I make this qualification for the sake of the 
record, and so I shall not be misquoted. We stand responsible be- 
fore the world on these questions. The feature of administration is 
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one that has scarcely been touched in a serious way in the various 
bills that have been proposed since the day of the Dick- Austin bill. 

The Chairman. And it is a very essential feature, as we all know. 

Mr. Holder. It is a very essential feature. I have some rather 
rigid ideas. I have had a very wide experience with the industrial 
properties of the world and have been in close contact with executive 
officials who have had to carry out orders to the letter with the 
strictest discipline, and I have been left to my own initiative in cases 
of great necessity and where there were serious situations concerning 
my fellows, and as a result I have come to this conclusion, that the 
administrative force should always be reduced to the lowest possible 
quantity. You have some machinery already in the Federal Govern- 
ment that this duty could be assigned to. You might assign it to 
the present Pension Bureau; you might assign it to the newly ap- 
pointed compensation commission. That legislation was approved in 
the last Congress and the board has just gone into office. It has been 
assigned to its duties and taken its position. I believe that that 
board with the administration of the compensation law could also 
liave the added duties of the pension system that might be devised. 
There are only three, and there is a woman upon the board. 

The Chairman. That is not an objection to it, is it? 

Mr. Holder. No. I thought the emphasis I gave to it showed that 
that was a favorable indorsement. 

The Chairman. I agree with you on that. 

Mr. Flaherty. He is a bachelor; he has to. 

Mr. Holder. The particular reason why I injected a reference to 
the fact that a woman is on the board is that because in the adminis- 
tration of a fair dealing with the personality of emplovees where 
both sexes are concerned it is unfair to the female sex if they have 
not any of their own whom they' can go to and tell their troubles in 
proper womanly fashion. 

The Chairman. I agree with you on that entirely. 

Mr. Holder. That board also represents a man who represents 
labor, and a man who represents in whole or in part the collegiate 
idea, a man blessed with a splendid education. That is necessary, 
as well as that a man should be equipped with a large heart. We 
do not want to make the mistake of having a board of administration 
that would be very generous, that would work an injustice to the 
Government, or that would allow any imposters to take advantage 
of it, and that is not the attitude of the men and women who are here 
to-day. They are simply asking for a fair, square deal, and give 
them an opportunity to work out in cooperation with the Govern- 
ment, and when we speak of the Government, we particularly refer 
to the legislative part of the Government, which during these later 
days is being almost overlooked. We have the greatest admiration 
for the legislative part of our Government. We want to be able to 
do as in the past, to know that we are welcome to come and tell our 
stories to Senators and Representatives, to make them absolutely 
familiar if they have the time to listen to all the details, so they can 
sift out and find the essential truth and what can be discarded and 
what they can hold to. 

So I ask, Mr. Chairman, if the Government employee shall have 
•that opportunity of sharing in the administration of such a bureau, 
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or such a board, or such a department, call it whatever name you 
please, and in conjunction with the legislative branch of the Gov- 
ernment so that it, too, will have a complete and thorough knowl- 
edge of the detailed workings during the experimental stages, so that 
all injustice can be discarded and worked out, and we can apply 
the best plan that is going to produce the greatest possible benefit 
to the workers for the Government in humble capacities and for the 
benefit of the Government itself, and also for the protection of the 
taxpayer at home. 

I think that covers every essential feature I wanted to touch upon; 
and I deeply appreciate the opportunity of speaking before this hon- 
orable committee. [Applause.] 

The Chairman. Is there anyone else? 

Mr. Alcorn. There is one other here. Senator, an elderly lady who 
has been in attendance here this morning waiting to be heard. 

The Chairman. Very well, we will be fflad to hear her 

Mrs. Db Havens. Shall I say what I have prepared, or shall I 
make it more briefly ? 

The Chairman. Just say it in your own way. 

STATEMENT OF MES. ETTTH SE HAVENS, OFFICE OF THE ATJDITOB 
FOB THE NAVT DEFAETMENT, TEEASUET DEFAETMENT, 
WASHINGON, D. C. 

Mrs. De Havens. The history of the retirement movement, if it 
may be called a movement, reminds one of Banvard's Panorama of 
the Creation, which was 7 miles long. But the first 3 miles repre- 
sented the earth before the Creator said, "Let there be light." So 
far it was an unilluminated " movie," just as the retirement has been. 

In our case, we thought the sun had been set in motion just before 
the election. It proved to be only a " jack-o'-lantern." 

Phillips Brooks said : " All we have to do with the past is to get 
a future out of it." He may have referred to a life beyond. Cer- 
tainly for the great majority of the world's workers there is noth- 
ing in the past out of which a material future can be garnered. 
The rewards of the past and of the present are not more than 
sufficient for the needs of thQ past and present. The future is a 
period to be dreaded for everyday toilers, for we must meet it 
«mpty handed. 

The only logical argument I ever heard against civil-service re- 
tirement is that we do not deserve a defended old age more than any 
other class of workers. To this there is no answer. Wherever 
respectable age and actual want, " that ill-matched pair," are found 
hand in hand the fact spells disgrace for employers, community. 
State, or Nation. 

Probably every one who advocates a civil-service pension would 
advocate still more strenuously an old-age pension for every man 
and woman. Assuredly I would. Civil-service retirement should 
come first simply because the Government is the most extensive and 
the wealthiest employer, and I may add, because it is not a generous 
employer. It should set the pace, as every other government has done 
and as it has failed to do. It has laffged behind the smaller and 
poorer nations which maintain both civil-service and old-age pensions. 

1777—17 4 
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It has even been outstripped by city governments and by what we 
are wont to call ignoble and sordid bu&iness organizations. To-day 
the men of commerce are the men of ideals. Banks, stores, railroads^ 
factories support retirement systems, frequently without contribution. 

The United States as an employer is well toward the rear in the 
humanities. It has been slow to perceive that its most valuable re- 
sources, those which deserve the most thorough and sacred conserva- 
tion, are the bodies and spirits of its men and women and children. 
, We were told last year that our places here are so desirable that 
the country is full of people waiting for them. Yet, if I remember 
aright, the Civil Service Commission has testified in print that two- 
fifths of the candidates who are adjudged best prepared to be our 
successors refused to accept appointments when informed of the en- 
trance salary, the absence of either automatic or systematic promo- 
tions, and the probation feature attached to the contract. 

I may also relate an incident of very recent occurrence : Two wait- 
resses in a local cafe passed an examination and received appoint- 
ments in the Treasury Department. Within a month both resigned 
and returned to the cafe, declaring that not only was the labor more 
severe but their earnings without board, were less than in the cafe 
where they were entitled to board in addition. 

It has been stated by heads of departments that under the present 
indeterminate system of advancement, young men of ability refuse to 
remain for any lengthy period in the service unrewarded ; and this 
has been often demonstrated. 

And if men have a right to be dissatisfied, it must not be forgotten 
that the disadvantages of women are still greater; as their entrance 
salary is less and their chance of promotion in most offices is repre- 
sented by a cipher. 

Many a cabinet officer, and even many a bureau officer, has set an 
arbitrary dead line which women, regardless of tlie grade of then- 
employment, may not cross. 

Department women are no strangers to the Hoover economics; and 
to many of us only one meatless and one wheatless day a week would 
even mean a revel of luxury. 

I have known admirable efficient women to receive their first ad- 
vance in salary at 80 years old. It looked to me like what my Catholic 
friends call " annointing for death." 

And one of these women had lost her three sons on the battlefields 
of this Nation. " My country, 'tis of thee, of thee I sing." 

If I may be more closely personal, I will say that I have been in 
the service 42 years after 11 years of private employ. I have been 
far more fortunate than the average, yet it was after 28 years in the 
Treasury Department that I reached the wages I had earned under 
private employers, and in the last 35 years of my term of servitude 
I have only received one promotion, while it has been sometimes 
possible to advance a man twice in a single year. 

The bulletin issued by the Census Office illustrates this point better 
than any words of mine when its tables show that of over 150,000 
employees in the Federal service only 17 women were receiving a 
salary of $1,800 a year or more, while 6,333 were receiving less tnan 
$720 and another thousand less than $840 ; half of all women in the 
service. So while 7,000 women were paid less than $840 over 7,000 
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men were paid $1,600 and upward — ^2,234 were paid $1,600 and 6,207 
$1,800 and upward — almost as many men receiving $1,800 as of 
women receiving less than $720. 

It is easy to see that the class getting the meager salary has no 
chance for accumulation. And retirement based on average salary 
would give to women less than half as much as to men, presumably 
of about the same length of service and of similar employment* 
May God put it into your hearts to secure a more honest adjustment 
than this in the future. 

Just now we are hearing much of an even wage for women, yet 
on July 1 there was a large increase in the office in which I am em- 
ployed, but no woman was recommended for promotion to the highest 
two available grades. 

Yet if you know working women as I know them, having been 
one from the age of 19 to the age of 72, 1 need not tell you that their 
salaries must be shared among as many as those of men. The tra- 
dition that women leave their homes to work " just for pin money '* 
is broken down in the public consciousness the world over. 

I am aware that this is not a discussion of the economic rights of 
women, but I believed I was called here at least partly to represent 
women's side of the retirement question, and it seems to me apropos 
to make apparent the facts in order to show that the holding down 
of women's wages is calculated not only to forbid saving, but to 
render a retirement allowance based on average salary a slender 
pittance, even as compared to the projected allowance of men who 
have been engaged on similar work an equal number of years. 

And if it is righteous to say that the largest salary shall not entitle 
a man to more than $50 a month is it not righteous to enact that the 
smallest salary shall entitle a woman or man to not less than $40, 
or at least $35 a month? 

It must be admitted that a woman sometimes obtains an advantage 
under the mere instincts of civilization. For instance, when an old 
lady is sick in our office she is tenderly laid on a sheet of perfectly 
good brown paper on the floor and ministered to by a gentle and 
skillful lady physician. 

For men we omit the paper since the cost has doubled and their 
lingerie will not be so hopelessly mussed by a bare floor, and we send 
them just an ordinary man doctor. That is the only occasion I recall 
of special consideration for women. 

We need a retirement law more urgently than any language can 
express. 

It is no flight of imagination to say we die at our desks, and few 
have the audacity to do that until half-past 4. 

And we also need a law for automatic promotion, based on length 
of service, without discrimination against sex or race or previous 
condition of servitude. I would also add, regardless of the kind of 
labor performed ; for the reason that no clerk chooses his work. It is 
assigned to him. Even if he be a round peg in a square hole, it is 
a human life that is being used to its utmost and worn out, and one 
life is as valuable to its owner as another. 

Nothing would be more conducive to department welfare than for 
clerks to know that if their work, character, and conduct were suffi- 
ciently satisfactory for retention in the service a promotion awaited 
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fk fixed date and a living retirement provision awaited total disability 
or old age. Without some such incentive it is inevitable that a mental 
status can accrue, in which, except to the most prickly conscience, no 
strenuous ambition will seem worth while, for none can expect to get 
a hopeful future out of his past. 

When retirement was under consideration last year we were asked 
with much solemnity: "What will the people at home say if this 
favored class is retired with lifelong payf 

This is what the people at home say to me: In Ohio the;^ ask, 
*' Aren't you pensioned yet? All sorts of employees here are retired." 

In Connecticut a friend inquired: "Couldn't that Washington 
bridge have waited for its expensive lions until the Government had 
taken care of its faithful old servants?" We note that quite gen- 
erally the public press advocates civil-service retirement. And it has 
the right; for our great newspapers pension their own employees. 
The Spirit of God has already moved upon the face of the journalistic 
waters. 

The subject of retirement is now the most important earthly topic 
to me. And I still indulge the high hope of wise and fair adjust- 
ments in the future when the ideals so devoutly preached now, by 
press and pulpit, by Cabinet and Congress and White House, shall 
be practiced, not only by the hearers but by the preachers. 

The visions of nations are becoming vocal and contagious. Human- 
ity looms large in the picture. The golden calf is reported to have 
been displaced in the temples. Some will insist that it is still stabled 
in the Munsey Building. We are dreaming of a world democracy. 
Perhaps it is a feverish dream — 

But in the imprisoned madness of to-day. 
To-morrow runs the sane old world away. 

Let us dream on. In a world democracy the aged toilers will not 
be cast out to perish, nor underpaid to suffer privation. The mothers 
of men will not be esteemed as less valuable than the men they bore 
and nourished, nor will thev die with the tools of labor in their 
faltering handk 

For still the world goes round and round, 

And the genial seasons run, 
And ever the truth comes uppermost, 

And ever is justice done. 

I Applause.] 

The Chairman. So far as I am concerned, if I have anything to do 
with it, if there is a retirement bill passed at all, it is going to treat 
women exactly the same as men. I will place in the record a report 
of Mr. Abb Landis, actuary in re civil-service pensions. 

(The report referred to above is here printed in full, as follows:) 

Report of Mr. Abk Landis, Actuary, in re Oivil-Service Pensions. 

A. W. McKee, 

President United States Civil Service Retirement Association^ 

9Ji5 Pennsylvania Avenue^ Washington^ D. 0. 

My Dear Sir : Pursuant to engagement, I have made an estimate of paymentB 
proposed for the retirement of employees in the civil service as provided in 
House Wll 9242, introduced by Mr. Hamill in 1911. 

1. The data available for the estimate were the statistics contained in Bulle- 
tin 94 (1907) of the Census Bureau. Information in greater detail and more 
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suitable for the coiiiputatious were prepared in the office of the Director of the 
Census and furnished to others for similar computations, and in your behalf I 
made personal request for copies of that data. After much delay in the de- 
cision as to whether or not the statistics were at the disposal of the bureau, the 
Information was given the latter part of December that I could have access to 
photographic copies, provided I came to Washington to see and use them. This 
statement is made to explain why I used the published statistics in Bulletin 94. 
Approximate accuracy in the estimate is obtainable from that data, and for all 
practical purposes reliance may be placed in the results properly deduced from 
the statistics of that bulletin. 

2. The bill could be made clearer in respect o£ provisions for disabled em- 
ployees and in regard to compulsory retirement at age 70. I have taken the 
liberty to construe the provisions of the bill where not clear or specific to accord 
with general experience and to make possible positive estimates. 

3. The computations were made upon the assumptions to follow : 

(tt) The central age of each age group was taken to represent the age for the 
group. 

(b) That employees will continue until completion of 30 years in service or 
to attaining age for compulsory retirement on a service pension or previously 
become eligible for a disability pension. 

(c) That high disability rates be employed at ages between 60 and 70 to 
offset the earlier payments that might be made under the provisions of the bill 
on account of voluntary retirements at less than 50 per cent of the salary. 

(d) That all present employees at attained ages 70 and above and in tlie 
service 20 to 25 years are to be retired as disabled on 50 per cent of average 
salary, those of like attained ages and 15 to 20 years in the service be retired 
on 45 per cent, and those in service 10 to 15 years at 40 per cent, and those of 
5 to 10 years in service and 70 years of age and above be retired at 30 per cent 
of the average salary ; that those employees in the service less than 5 years and 
at ages 70 and above be retired at 30 per cent of average salary. 

(e) Assumes that total and permanent disablement is meant by the wordp 
*• has became disabled." 

(/) That the ** average annual salary received for the five years next pro- 
ceding retirement " be the mean of the average salary for the current period 
and the average salary for the five years next preceding. 

{</) That the computation for disability payment be based upon the salary 
of the current period and not upon the average salary of the past five-year 
period, nor the mean of the averages for the current and last five-year periods. 

4. The reason for the first (a) assumption is obvious. The method would 
be more refined to take the central age plus one-half year, but the difference in 
results would not justify the time consumed in extra computations, even werc^ 
time allowed before the hearing. 

5. The second (&) assumption was necessary and advisable for several reasons. 
Neces.sary because there are no voluntary retirement statistics available ui)on 
which to estimate the number who would give up a full salary to accept 40 di- 
45 per cent of a reduced amount in the way of pension. Advisable because 
common experience and observation force the conclusion that efficient and 
satisfactory employees render service to secure the stipulated compensation for 
the support of themselves and their dependents, and few would voluntarily retire 
to secure 40 or 45 or 50 per cent of an average salary less than that they could 
earn by continuing at work. We know that the ordinary and general financial 
condition of those in the civil service is not such as to enable them to volun- 
tarily dispense with 50, 55, or 60 per cent of their present pay. We have reason- 
to believe that those who can render efficient service will continue to do so to 
the time for compulsory retirement. In this connection it may be stated that 
this argument ( which 1 hold as sound ) tempted me to reduce the estimate of im- 
mediate payments, because many who have attained ages 60 and above and in 
service 30 or more years will not voluntarily retire on 50 per cent of the average 
salary. I have ignored the possible voluntary retirements at 40 and 45 per 
cent, but have taken precaution to offset such resulting additional payments 
by the assumption of a disability rate in excess of the expected at advanced 
ages, as stated in the third (c) assumption. 

6. The fourth (^) assumption is necessary because of the facts that will be 
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coming disabled at age 70 will explain the selection of the retirement perc^t- 
ages given in the fourth assumption. 

7. I have been informed that the meaning assigned to "disabled" was in- 
tended by the author of the bill. 

8. The sixth (/) assumption was considered advisable because the average 
salary for the *' preceding five years," as obtained from the bulletin, would have 
been less than the actual average. The average for the current five-year period 
would have been in excess of the actual, hence the mean between these averages 
appeared to represent what would be obtained from the facts. 

9. The seventh (g) assumption is to produce larger estimates of disability 
payments as an offset against any payments to those who might enter the 
service and become disabled between the present date and the future date for 
which the estimate is made. Where 10, 15, or more years intervene the over- 
statement is considerable and will exceed the actual payments to entrants dur- 
ing the period and who become disabled. Nevertheless, it is preferable to over 
rather than under estimate future payments. 

10. The treatment of the statistics involved determination of — 

(a) The number of employees subject to immediate retirement and the amount 
of service pensions payable the first year. 

(b) The amount of additional service pensions to those continuing from the 
first year payable in the fifth and any subsequent year. 

(c) The amount of disability payments in the fifth (and any subsequent) 
year on account of previous disablement. 

11. That you may be fully advised in regard to the procedure I submit the 
formulas for the computations : 

Immediate pensions. — Payable the first year are the number of pensionable 
employees multiplied by the per cent of the average salary, determined as here- 
tofore explained. Pensions payable the fifth (or nth) year are the number of 
present employees multiplied by the probability of surviving to receive the 

pension (2^) multiplied by the average salary determined for the nth year 

{X represents the immediate pension age). 

Future pensions. — Payable in the nth year to present active employees were 
-obtained from the formula: 

Average salary at age x-i-n multiplied by number of employees at age x by 

where x is the present age; x+t is the retirement age, and where n is greater 
than t ; and I is the number of living according to the selected mortality table ; 
2< the number living according to the table of disabled lives ; l^^ the number of 
surviving active employees and i** the number of surviving disabled em- 
ployees — the sum of the two last {l^-^lx) being equal to the assumed number 

living (l^) according to the selected mortality table. 

Future disability payments. — Due in the nth year to present active em- 
ployees who become disabled requires the following formula : 

Number of employees multiplied by average salary by 




where x+n is not greater than the age of retirement. 

Where it is greater, then the probability that an active employee at age « 
will be on the retired list n years hence on account of total and permanent 

disability is 



/Z" Z"\ P 



roa 

12. I selected the National Fraternal Congress table of mortality because it 
would eliminate a less number on account of death than other standard tables, 
and thus would tend to prevent an underestimate of future pension payments. 

13. I employed probabilities of disability amongst active employees derived 
by me directly from personal investigation of the disability experience of a 
number of large American fraternal societies. 
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14. I employed prob«n bill ties of death amongst disabled persons which were 
-derived from the statistfcal cards secured by me from four American societies. 

15. The combined tables were especially prepared for the computations neces- 
sary for this report. 

16. At this point it may be well to warn against the error of assuming that 
the disability payments will continue from date of disability to the age of 
retirement, excepting through discontinuance on account of deaths, as expected 
from any standard mortality table. The death rate amongst disabled persons 
is very, very much higher than assumed by the American experience or other 
ordinary mortality tables. The error would lead to a large overstatement of 
future disability payments. 

STATISTICS. 

17. Bulletin 94 gives the statistics concerning 185,874 employees in the civil 
service, and of these 6,463 might be considered as eligible for pensions under 
the provision of House bill 9242. 

18. Such an estimate, in my opinion, would overstate largely the amount for 
which the Government would be called on to pay. 

19. I have proceeded on the theory that you desire an estimate that will be 
reasonably near the facts as developed under the provisions of the bill should 
it become a law. 

20. This procedure will not allow unreasonable assumptions in either di- 
rection. 

21. It is not reasonable to assume that every employee who could retire on 
40 or 45 per cent of an average salary will surrender his present pay and leave 
the service. 

22. It is a violent assumption to estimate that all who can retire on 50 per 
i!ent of the average salary will quit while capable of efficient and satisfactory 
service. 

23. Some of the efficient employees who could secure any rate of pension 
and be convinced that they could engage in other vocations at a compensation 
greater than the forfeited Government pay \^'ould leave the service. 

24. Probably those who could not render efficient service, or whose necessities 
would be provided for by the pension to which they would be entitled, would 
accept the provisions of the bill. 

25. After careful consideration I am convinced that no attempt should be 
made to directly estimate the probable service-pension payments under the 40 
and 45 per cent provisions. Certainly it would be a gross exaggeration to 
assume that all who could claim such pensions would do so. 

26. A study of all the facts and circumstances leads me to believe that ample 
provision will be made for the payments to those claiming pensions under the 
provisions for 45 and 40 per cent of average salary by assuming — 

First, that all will make claim under the 50 per cent provision and thus over- 
state the actual pensions by the amount allowed for those who will not retire; 
and 

Second, that the estimated disability payments will exceed the actual at the 
pension ages (from 60 to 70 years of age). 

27. Of course, there will be an underestimate of the aggregate amount of 
pension and disability payments proportionate to the understatement of the 
actual number of employees in the civil service. 

28. Census Bulletin 94 (in the tables used in my computations) gives the total 
of 185,874 civil-service employees. A more recent document issued by the Civil 
Service Commission gives the amount as 222,278. Senate Document 745 credits 
the Official Register with the Statement of 286,902. I am informed by you that 
the actual number is about 250,000, or probably 260,000. 

29. Whatever be the true number, the relation will hold between that and the 
number assumed in the computation, and it will not be difficult to make the 
estimate for the larger number if the results are reliable when based upon the 
smaller number. 

30. To assure greater reliability in the statistics, I excluded the "unre- 
ported " and those on " piecework," aggregating 1,575, thus leaving subject to 
treatment 184,299 employees at the various rates of compensation and years and 
ages of service. 

31. The statistics being recorded by age groups, it was impossible to accu- 
rately determine the number who might retire at age 62 after 25 or more years 
of employment. The best estimate was to assume that three-fifths of the num- 
ber in the age group 60-64 were entitled to the 45 per cent i)ension. 
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82. After excluding the 1,575, it was found that the number who might be en- 
titled to service pensions under the 50, 45, and 40 per cent provisions was 5,983» 
and the possible payments in the first year $3,307,200 on estimates of 50, 45, 40, 
and 30 per cent of an average annual salary of $1,260, as f oUows : 



Yean of servioe. 



30 and over. 

26 to 29 

aoto24 



Total posslbie payment. 



Present age. 



60 and above. 
62 and above. 
65 and above. 
70 and above. 



Average 
salary. 



11,260 
1,260 
1,260 
1,260 



Annual 
pension. 



Amount 
of 



S630 
567 
504 
348 



$1,906,380 
564,732 
496,440; 
339,648 



3,307,200 



33. The total annual salaries of the 184,2d9 employees amount to $172,829,000^ 
or an average of $938 a year. 

34. It would be an error to base estimates upon this general average, for the 
reason that salaries are increased with duration of service. For instance: 



Period of service. 



Under 5 years 
5 to 9 years... 
10 to 14 years. 
15 to 19 years. 
20 to 24 years. 



Average 

salary. 



1832 

963 

1,036 

1,092 

1,156 



Period Of service. 



25 to 29 years 

30 to 34 years 

35 to 39 years 

40 years and over 



Average 
salary. 



81,19S 
1.227 
1,26» 
1.386^ 



35. The large number of employees in the service less than 15 years causes 
an average salary amongst the 184,299 of $938. But the service pension is to be 
a percentage of the average salary during the five years preceding retirement 
and hence much In excess of the general average. 

36. The retirement provisions make 60 years the minimum age, and that pro- 
vision, as well as the one for 20 years or more of service, enters into the de- 
termination of the average salary. It has required the expenditure of much 
labor to work out the requisite averages, since the age attained and the period 
of service entered into the determination of the average salary as a basis for 
disability payments. It is not my purpose to burden the record with sta~ 
tistics, but a few examples may prevent conclusions from estimates on general 
averages : 



Present age (years). 


Period of 
servioe. 


Average 
salary. 


Period of 

servioe. 


Average 
salary. 


20-24 


Under 5 years. 
do 


S773 
838 
857 
859 
861 
870 
874 
884 
876 
881 
983 
928 
850 
1,289 

• 

1,262 
1,206 
1,132 
1,244 






25-29 






30-34 


do 






36-39 


do 






40-44 


do 






4&-49 r 


do 


20-25 years.... 
do 


$1,247 
1,218^ 


50^54 


do. .... . 


&fr<59 


do 


do 


1,155 


60-64 


do 


do 


1,186 


65-09 


do 


.... .do.... 


1,182 


70-74 


do 


do 


1.126 


75-79 


do 


do 


1,16» 


80 


do 


do 


988 


CO-64 


35-39 years 

do 


40 years and 

over. 
do.. 


1,458 


65-69 


1,431 


70-74 


do.. 


..... do. 


1,329 
1,182 


76-79 


do 


do 


8D do 


do.... - 


1,068 









IMJ.IEDIATE PEXSIONS. 



37. Under the assumptions lieretofore stated, the number of employees esti- 
mated for immediate payments was found to be 4,384, and the first year's pen- 
sions $2,440,820, as follows 
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Age and length of service. 



Present age, 60 to 64 years: 

90 to 34 years 

35 to 39 years 

40 years and more , 

Present ^e, 65 to 09 year^: 

30 to 34 years , 

35 to 39 years 

40 years and more 

Present age, 70 to 74 years: 

Under 5 years 

5 to 9 years 

10 to 14 years , 

15 to 19 years 

20 to 24 years 

25to29 3rears 

30 to 34 years 

35 to 39 years 

40 years and more 

Present age, 76 to 79 years: 

Under 5 years 

5 to 9 years 

10 to 14 years 

15 to l^years 

20 to 24 years 

25 to 29 years 

30 to 34 years 

35 to 39 years 

40 years and more 

I'resent age, 80 years and over: 

Under 5 jrears 

6 to 9 years 

10 to 14 years 

15 to 19 years 

20 to 24 years 

25 to 29 years 

30 to 34 years 

35 to 39 years 

40 years and more ., 

Grand total 

■ — ' 



Number 


Per cent 


Average 
pension. 


of em- 
ployees. 


of average 
salary. 


506 


50 


I60S 


369 


50 


628 


292 


50 


687 


378 


50 


603 


323 


50 


614 


364 


50 


674 


149 


30 


295 


219 


30 


291 


221 


40 


392 


147 


45 


453 


155 


50 


546 


177 


50 


575 


148 


50 


587 


128 


50 


607 


209 


50 


634 


32 


30 


278 


54 


30 


278 


59 


40 


372 


45 


45 


463 


40 


50 


559 


49 


50 


566 


49 


50 


569 


53 


50 


560 


81 


50 


579 


2 


30 


265 


23 


30 


278 


20 


40 


422 


5 


45 


545 


12 


50 


603 


18 


50 


520 


13 


50 


484 


9 


50 


548 


35 


50 


578 


4,384 


46 


567 



Imme- 

dtete total 

pensions. 



«305,U8 
231,732^ 
200,604 

227,934 
198,322 
245,336 

43,955 
63,729 
86,632 
66 591 
84,630 

101,775^ 
86,876 
77,696 

132,506 

8,896 
15,012 
21,948 
20,835 
22.360 
27,734 
27,881 
29,680 
46,899 

530 
6,394 
8,440 
2,725 
7,236 
9,360 
6,292 
4,932 
20,230 

2,440,820 



PAYMENTS IN THE FIFTH YEAR. 

38. At the end of the fifth year after the proposed plan goes into effect the 
service pensions and disability payments are estimated as follows : 

To the survivors of those 60 to 64 in first year $627, 230 

To the survivors of those 65 to 69 in first year 519, 980 

To the survivors of those 70 to 74 In first year 494, 440 

To the survivors of those 75 to 79 in first year 112, 430 

To the survivors of those 80 in first year 207, 750 

To the survivors of the Immediate pensions 1, 961, 830 

To retired during 5 years from group : 

Under 5 years 131, 310 

5 to 9 years 212, 010 

10 to 14 years 187, 040 

15 to 19 years 200, 910 

20 to 24 years 164, 240 

25 to 29 years 847, 190 

30 to 34 years 260, 820 

35 to 39 years 121, 790 

40 and more years 37, 183 



2, 162, 493 



Total service pensions in fifth year 4,124,323^ 
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To disability payments to disabled in group : 

Under 5 years 62,036 

5 to 9 years 82,189 

10 to 14 years 46,966 

15 to 19 years 44,771 

20 to 24 years 34, 393 

25 to 29 years 28, 735 

30 to 34 years 9, 313 

35 to 39 years 3,234 

311, 637 

Total payments at end of the fifth year 4,435,960 

39. The amount of disability payments in the fifth year will probably be 
nearer $400,000 than $311,637, for the reason that the inefficient and partially 
disabled, who could not legally come within the provisions for service pensions, 
will be considered " disabled " and entitled to disability payments. Under such 
a construction the Government will receive advantage, because such employees 
are now retained on the rolls at average salaries much in excess of the disability 
payments on which they might be retired. The difference between such salaries 
and the disability pensions probably would cover the salaries for new and fewer 
employees sufllcient to perform the work of those who retire. An additional 
$100,000 may be added to the estimated disability payments and the amount 
would remain within reason and be for the good of the service. 

40. It may be of value to show the continued payments to those pensioned 
in the first year to indicate the progress toward extinction of pensions after 
they have been incurred : 

Payments in the first year $2,440,820 

Payments in the fifth year 1,866,000 

Payments in the tenth year 1, 259, 200 

Payments in the fifteenth year 707, 850 

Payments in the twentieth year 296, 470 

Payments in the twenty-fifth year 77, 773 

Payments in the thirtieth year 8, 757 

41. While pensioners are go'ng on the list, they are also going off, and ulti- 
mately the service and disability annual payments will become constant, assum- 
ing a constant number of employees. It is probable that this Government will 
continue to grow and prosper and that the number of employees in the civil 
service will continue to increase and the aggregate pensions may continue to in- 
crease, but that fact does not change the relation of the Government to its serv- 
ants. If it be right and just and expedient to have a i)ension scheme for 
200,000 it is expedient and just and right to continue the plan for 300,000, when 
the Government service requires that number of employees. 

42. In coming to some conclusion in regard to the liabil'ty involved by in- 
augurating such a scheme as proposed in House bill 9242 it is permissible and 
necessary to assume an ultimate constant number of employees. The resources 
of the Government are also assumed to remain constant. If there be a con- 
tinued increase in employees there will be a corresponding increase in the im- 
portance of governmental affairs. 

43. To forecast the future expenditure for service and disability payments, 
it should therefore be assumed that the same number of employees enter and 
leave the service each year. 

44. Of the total exits it may be assumed (from experience of pension funds) 
that 57 per cent will be from withdrawals, 30 per cent from retirement, and 
13 per cent from deaths. 

45. While pensions tend to persistency in service, this applies more especially 
to those who have remained upward of 10 years in the worlc. A pension of 
40, 45, or 50 per cent at the end of 20, 25, or 30 years, and at no age under 60 
years, is too far removed and not sufficiently alluring to hold young and recent 
entrants who believe they can improve their condition by withdrawal. 

46. The employees advanced in age and period of service will persist, but the 
experience in the operation of pension funds shows a heavy withdrawal rate 
in early years of service. 

47. This fact is importnnt in estimating the future number of pensioners. 

48. Ultimately, when the number of employees becomes practically constant, 
and the entrants and exits are equal, it will be found that about 57 per cent 
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of the total exits Is due to withdrawals, 30 per cent to retirements, and 13 
per cent to deaths while in the service. 

49. The per cent of total service pensioners to the total of employees will 
always be small. Any computation that ignores the withdrawal rate will 
greatly exaggerate the ultimate pension payments when undertaliing to forecast 
the future cost of any pension scheme. 

50. To attempt to estimate the amount of pension paynients 20, 30, or 50 
years hence by reduction of present employees through deaths only will produce 
results far in excess of those actually realized. 

51. The proportionate distribution of employees according to ages and years 
of service will not be greatly different in the next 30 years from that now 
existing, whether or not we have any pension scheme. The present distribu- 
tion shows a very low average age for employees, as indicated below : 

Age distribution. 



Age. 



Under 20 years of age 
aO to 24 years of age . . 
25 to 39 years of age . . 
30 to 34 years of age . . 
85 to 39 years of age . . 

Total 

40 to 44 years of age . . 
45 to 49 years of age . . 
50 to 54 years of age . . 
^ to 50 years of age . . 
^ to 64 years of age . . 
65 to 69 years of age. . 
70 to 74 years of age. . 
75 to 70 years of age. . 
80 and over 

Grand total 



Number at 

entry ages 

intoservioe. 



6,866 
34,960 
44,654 
35,160 
23,639 



145,288 

.14,392 

10,186 

6,893 

4,070 

2,258 

933 

223 

55 

2 



Number at 

present 

ages. 



3,176 
18,681 
29,341 
31,793 
29,010 



184,299 



112,000 

21,398 

17,879 

11,771 

7,917 

6,816 

4,357 

1,553 

462 

137 



184,299 



52. It will be observed that 145,28^ of the total of 184,299 entered the service 
under 40 years of age, be^ng 78.83 per cent, while 112,009 (61.25 per cent) are at 
present ages under 40. The number in service less than 20 years is 91.53 per 
cent of tlie total as shown below : 



Service distribution. 

Under 5 years in service 89,395 

5 to 9 years in service 45,034 

10 to 14' years in service 19, 065 

15 to 19 years in service 15, 198 

Total 168, 692 

20 to 24 years in service 7, 385 

25 to 29 years in service 3, 825 

30 to 34 years in service 2, 118 

35 to 39 years in service 1, 229 

40 years in service 1,050 

Grand total 184, 299 

53. In Senate Document No. 745 an official is quoted as stating that 8,082 
civil-service employees are stricken from the rolls each year on account of 
deaths, withdrawals, and removals. I think it is within the facts to assume 
that not exceeding 1,050 exits are due to death, leaving about 7,000 loss to the 
service from withdrawals and removals. It can be safely assumed that retire- 
ment on pension would be substituted for present removals for inefficiency 
where physical condition, age, or service allowed the pension. 

54. There is little doubt of the further fact that many aged and physically 
infirm, now carried on the rolls through sympathy and who^ salaries are in the 
nature of compassionate allowances, would be retired as disability pensioners 
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to the benefit of the service and to the saving of from 50 to 70 per cent of the 
salaries of the large majority thus affected. 

55. The result of inaugurating a pension plan, as proposed in House bill 9242, 
would be to somewhat reduce the rate of removal for inefficiency due to inability 
to perform duties on account of physical condition, and would greatly improve 
the service by permitting supervising officials (with human sympathy and 
compassion) to retire those physically inefficient who are now carried at salaries 
in excess of the value of service rendered, and In excess of the disability retire- 
ment pension provided in the bill. 

56. From a comparison of average salaries at the advanced ages with those 
for younger ages, on the same length of service, it would appear that super- 
vision now tends to reduction of pay where the latter is in effect a pension. 
No doubt this now is accomplished through transfer from one position to an- 
other of less responsibility or simpler duties and with correspondingly reduced 
pay. A similar (and Just) method of treatment would induce retirements on 
pensions of 30, 40, and 50 per cent of average salaries in cases where the em- 
ployees did not appreciate their failing powers and did not voluntarily retire. 

57. The disability provision in the bill is most commendatory in the way of 
granting relief to the comparatively few at younger ages who become totally 
and permanently disable<l, and Is one of the most important provisions in 
the way of promoting efficiency without viola tinj? the promptings of human 
sympathy and compassion. Men who are accepted by the Govo^nment as 
servants and become inefficient by virtue of age before the period of service en- 
titles them to a service pension should not be, and are not, summarily dls- 
ch?^r^ed. However, they now become a clog upon efficiency and an expense to the 
<jk)vernment. The disability provisions In the bill would do Justice to the aged 
employees and benefit the service by a relief not otherwise obtainable. 

58. Because there are comparatively few cases of total permanent disability 
amonp: the great mnss of active employees there appears a disposition to slight 
or ignore the disability provision of the bill, which is one of its most important 
features (most important in so far as it affects the humanitarian treatment of 
employees), in ridding the service of the inefficient from phy.sical disability, 
especially due to advanced age. 

59. Excepting for the fact that I have given the question thought and con- 
sideration, there would be no material value to any genei*al opinion expressed 
by nie. and I assume your request for an exproKslon is based upon a pre- 
sumed knowledge of pension schemes. 

60. For many years pension funds have existed and actual experience has 
demonstrated the need for them in public and private service. 

61. The relation between the private employer and his employee differ 
from those of the Government toward the public servant, and there should be 
a different pension scheme in respect of these two classes of employees. 

62. The (Tovernment should provide a direct pension for its civil-service em- 
ployees, but the payment should not be based on the value of service rendere<l 
by the active employee. 

63. As servants of the Government men are of varying value, according to 
natural ability, experience, skill, peculiar jjersonal fitness, alertness, and gen- 
eral Intelligence. 

64. As pensioners of the Government all should have ecjual consideration as 
human beings deserving of retirement from long service into a comfortable state 
of existence for the remainder of life. 

65. The amount necessary for a comfortable existence to the average aged 
or disabled person should be determined, and that amount should fix the pen- 
sion for every retired employee. Each and every pensioner is a human being 
and a citizen, and no one of them should be favored above another. 

66. Those capable of commanding large compensation while in active service 
naturally accustom themselves to conditions that require larger expenditures 
than demanded by the conditions of those receiving smaller pay. Undoubtedly 

' it w^ould be a greater personal sacrifice for those of the first class than for those 
of the second to adapt themselves to a moderate pension. That fact, of previous 
personal expenditures and previous pay received for valuable services, has 
influenced legislators in taking the salary as the basis for pensions. 

67. There is no relation between the compensation to which an employee If 
entitled and the pension he should receive in order to prevent him from becom- 
ing an obje(!t of charity after devoting the energies of a lifetime to the public 
service; 

68. No employee should be influenced by the character and amount of peusion 
to the belief that he has any " vested interest " in the payment that might be 
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made to him. He should not be led to consider it as "deferred payment 
through basing the assurance of it upon the salary he may now or hereafter 
receive. 

69. Every employee should receive a salary commensurate with service 
rendered. 

70. After faithful and efficient service has been rendered for a sufficient period 
of time, the Government should retire every employee under the guaranty of a 
<!omfortable existence for the remainder of life. 

71. Those who have been able to earn a large salary should be held responsible 
for its proper expenditure. Knowing that the pension would be moderate and 
imlform for all pensioners, these employees would realize the necessity of sav- 
ing for the future a portion of current salary if they desired to continue the 
luxuries of life after retirement. 

72. Tlie evils that have developed under direct-pension plans have arisen from 
the erroneous basis of pension payments. 

73. To grade the pension by previous salary begets extravagance amongst 
those- who receive large salaries. 

74. To grade the pension by previous salary leads to the idea that the pension 
is "deferred pay," with resulting abuses. 

75. To grade the pension by previous salary produces a wrong conception of 
the true nature of retirement allowances and the real purpose for which pen- 
sions are granted. 

76. A fair and adequate salary is the due of everyone who can render efficient 
and satisfactory service. 

77. A moderate pension assures comfort in old age, and this should be the 
last situation of every man and woman, regardless of past condition or previous 
service. 

7S. A universal pension is the social need. 

79. In the absence of a governmental pension scheme for the whole body 
politic, the justice of a plan for those who spend their lives and energies in the 
public service is generally recognized. 

80. The basic principles underlying the limited plan should not differ from 
those of a universal scheme along the lines of the recent superannuation plan 
adopted in Great Britain. 

81. I am well aware that this opinion concerning the determination of a pen- 
sion is not in accord with prevailing practices or proposed measures. 

82. In providing the money for salaries the people at large pay for value re- 
<!eived in the way of service. 

83. In providing the money for pensions the people would contribute toward 
the maintenance in comfort of faithful servants. These contributions would be 
made in the spirit that has prompted recognition from just men since the be- 
ginning of service by one person to another. 

84. After having received fair compensation for work performed, employees 
should not ask for more than the assurance of a comfortable and modest living 
after their retirement. 

85. The people would commend an act of the Congress which made reasonable 
and moderate provision for superannuated and disabled civil-service employees. 

86. On the other hand, it is doubtful whether or not the act would meet popu- 
lar approval if the pension is virtually to replace the salary paid for service. 

87. The employees should not permit selfish desire to get the better of sound 
discretion in the advocacy of pension payments. 

88. They should look at the question from the viewpoint of the people who are 
to provide the funds. 

SQ, The objections against direct pensions (many of which are vigorouslv 
presented in S. Doc. No. 745) logically could not be urged if the tendency- to 
abuse were removed by making the retirement allowance unattractive except as 
a protection against want and destitution after earning capacity has failed. 

90. A provident spirit and a habit of saving and a feeling of independence 
would be instilled, promoted, and encouraged when employees felt that they 
must lay by something for the future if they wanted more than a modest, com- 
fortable living after retirement. 

91. I dwell upon this thought because I believe It is the interest of employees 
to favor an act of the Congress which will meet popular approval and keep the 
ultimate annual payments within a reasonable amount not burdensome to the 
taxpayers. I try faithfully to serve those who employ me, my advice being 
according to my convictions, hence the earnestness of these lengthy comments. 



62 BEHBEMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

THE CONTRIBUTION PLAN. 

92. The Congress should not adopt any " savings-bank and annuity " plau^ 
a.s proposed in S. 1944, H. R. 22013, or H. R. 729, or any other proposition 
wiiich makes the Government the caretaker of money belonging to individuals. 
under a compulsory system of deposits. It is of questionable policy and a doubt- 
ful constitutional procedure. 

93. Theoretically the plan may be indorsed as actuarially sound. 

94. From the practical viewpoint I doubt if many actuaries would commend 
the plan to our Government, for three reasons : 

First. The accumulation of a few thousand dollars subject to draft would 
cause men to withdraw to enter inviting (or apparently inviting) pursuits 
where efficiency coupled with a small capital would offer (or appear to offer) 
greater opportunities than continuing in the service. The tendency would be- 
to lose the efficient and force the retention of the less efficient in the Govern^ 
ment employ. 

Second. When employees observed the working of the annuity plan very 
few would enter upon their pensions, but would demand cash payment on attain- 
ing the retirement age. Only those in good health and with the anticipation 
of many years of life would have any inducement to purchase an annuity with 
their accumulation. 

To enter upon the pension (as proposed In bills before the Congress) would: 
mean a forfeiture of the accumulation not consumed in pension payments prior 
to death. It would not be long before employees would condemn the annuity 
plan, when they saw retired associates, with $6,000 or $7,000 of accumulation, 
draw $75 or $1,000 in pensions and then die and have the remainder of the 
fund forfeited to the Government to enable it to continue payments to other 
pensions. A general repudiation of the annuity and a demand for cash settle- 
ment at age of retirement would cause the failure of the annuity scheme by 
subjecting the Government to loss on the persistent lives that entered upon their 
pensions. The life 'insurance companies of America and the Government of 
Great Britain have beea losers through granting annuities. 

Third. Fifty, sixty, or seventy years is a short period in the life of a republic 
which is expected tv e>ist forever. At the end of some such period. In the prog- 
ress of the " saving-bank and annuity " scheme, the Government would be in the 
I)osition of a billionaire investor under the necessity of continually and forever 
holding safe securities in an amount equal to the enormous accumulation of 
its employees, and yielding interest income sufficient to enable it to keep its: 
pledges with its enforced depositors. The mere suggestion of this future posi- 
tion condemns the policy as one wholly unsuited to any Government, especially 
one under republican form. 

95. It is conceded that the great majority of employees from their present 
salaries could not afford the required deductions as proposed. It is further 
conceded that an increase in salaries is necessary to make the plan practical. 

96. An increase of salaries to make the plan workable means that the Govern- 
ment must in fact provide for the annuities. 

97. It is contended that even though this is true, the fact that the amount 
of the salary increase is invested gives the advantage of interest accumulation 
and makes the salary increase much less than the annual pension payments 
and therefore is a saving over the direct-pension plan. 

98. The contention is supported by fact in the statement that it would require 
a smaller annual appropriation for each year during the accumulation period 
than for each year thereafter for annuity or pension payments (provided all of 
the retiring employees entered upon the pensions). 

99. To secure this conditional saving the Government must tax the i)eople 
for 20 to 50 years before the income is needed for distribution, and in the mean- 
time must assume the responsibility of safely investing hundreds of millions 
of dollars, with required interest income of doubtful realization. 

100. It would be better governmental policy and more nearly in accord with 
popular sentiment amongst the employees and the people to make direct appro- 
priations as needed rather than anticipate some saving many years hence at 
the risk not only of financial losses incident to the investment of such vast 
sums, but at the risk of graft and of political demoralization resulting from the 
handling of the millions of accumulation, to say nothing of the moral and 
ethical nature of a political system which assumes control of the funds of 
individuals, nolens volens, and places them at the possible disposition of party 
manipulaton. 
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101. Accepting assumptions and methods of computations set forth in public 
documents of the House and Senate, and using the data of Census Bulletin 94, 
it would appear that the total accumulation under proposed contribution plan& 
ultimately would not fall much short of $1,000,000,000. 

102. A rough estimate easily may be made from figures given in this report. 
Assuming an average annual salary of $1,200, an interest rate of Si per cent^ 
an average monthly deduction from salary of $6, and total employees of 184,209, 
the accumulation in 22 years would be about $444,000,000. 

103. The accumulation would reach its maximum when the annual contribu- 
tlons by employees plus the annual interest income from invested funds equal 
the total annual payments, or somewhere between 50 and 80 years, according 
to circumstances affecting the accumulation arising out of interest accretions, 
management of the fund, and conditions in the service. 

104. I present a rough (though accurate as to scale) diagram whl.eh» graphi- 
cally illustrates the progress of accumulation in a pension fund and will reflect 
the general situation that may develop under proposed contribution plans. 

105. The age of the fund is represented by the base line from to 90 years. 

106. The amounts of the accumulation, the payments, and the contributions 
are indicated by the points on the scale from to 65 ; that is to say, the line 
from A to F represents the maximum accumulation ; A to P the constant annual 
payments to pensioners ; A to C the constant annual contributions ; and C to P 
the constant annual interest income. 

107. The diagram makes plain the necessity for an enormous accumulation,. 
where the annual pension payments are large, by showing the relative amounts 
of annual contributions and annual interest income. The accumulation must be 
large to steadily and continuously produce the annual interest income, which 
latter will be from eight to eleven times -the amount of the annual contributions, 
according to the rate of interest earned. 

108. The people would never sanction a scheme that contemplated such ac- 
cumulation as needed for the proposed " savings bank and annuity " plans. 
The plan is not within the legitimate functions of government, and the presence 
of the fund would invite abuses certain to develop. 

Abb Landis, Nashville, Teun. 
Januaby 17, 1912. 

(Diagram and Exhibit A omitted. See Hearings No. 4, 1912, before the 
House Committee on Reform in the Civil Service. ) 

EXPLANATION OF EXHIBIT A. 

Attached hereto is a sheet of statistics showing the number of employees 
according to Census Bulletin 94 as of present ages, as of entry ages, and' ac- 
cording to years of service. The totals for the numbers on the horizontal lines 
are given below, showing the employees at present ages. The totals for the 
columns (vertical summation) show the employees by years of service; the 
totals by diagonal summation show the number of employees by ages of entry 
into the service. The totals for the last column on the left-hand margin on the 
sheet show the employees subject to pensions immediately, and 5 years hence, 
10 years hence, etc. : 

Horizontal summation. 
Employees at present ages : 

Under 20 years 3,175 

20 to 24 years 18,681 

25 to 29 years 29,341 

30 to 34 years 31, 793 

35 to 39 years - 29,019 

40 to 44 years 21,398 

45 to 49 years , 17, 879 

50 to 54 years 11,771 

55 to 59 years 7,917 

60 to 64 years 6, 816 

(>5 to 69 years 4,357 

70 to 74 years 1,553 

75 to 79 years 462 

80 years 137 

Total 184, 299 
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Diagonal summation. 

Kmployees by entry ages: 

Under 20 years 6, 866 

20 to 24 years 34,960 

25 to 20 years 44,654 

aO to 34 years 36, 169 

35 to 39 years 23,639 

40 to 44 years 14,392 

45 to 49 years - 10,185 

50 to 54 years 6, 893 

55 to 59 years 4,070 

60 to 64 years 2,258 

65 to 69 years 933 

70 to 74 years 223 

75 to 79 years 55 

80 years 2 

Total 184,290 

yerti<*al summation. 

Employees by years of service : 

Under 5 years 89,395 

5 to 9 years 45,034 

10 to 14 years 19,065 

15 to 19 years 15, 198 

20 to 24 years 7,385 

25 to 29 years 3, 825 

30 to 34 years 2,118 

35 to 39 years 1,229 

40 years 1,050 

Total 184,299 

Totals on left-hand marffin. 

Employees at present ages subject to pension : 

80 years and over 137 

75 to 79 years 462 

70 to 74 years 1,553 

65 to 69 years 1,065 

60 to 64 years 1, 167 

55 to 59 years 5,401 

50 to 54 years ^^ 8, 623 

45 to 49 years 13, 442 

40 to 44 years 18,940 

35 to 39 years 31, 750 

30 to 34 years 50, 562 

25 to 29 years 29,341 

20 to 24 years 18,681 

Under 20 years 3,175 

Total 184,299 

I ask to have the Secretary read the amendment which I send to the desk. 

The Vice Pbesident. The amendment will be stated. 

The Secbetaby. On page 34, line 26, it is proposed to insert : 

"An employee in the Postal Service who has served for a period of 25 years 
or more can be recommended by the postmaster of the city in which he is em- 
ployed, or other authorized officer, for indefinite leave of absence to the Post- 
master General under the following conditions: An employee who has become 
incapacitated from performing his duties through superannuation shall appear 
before a board of examiners appointed by the Postmaster General, who shall 
serve without compensation, with the exception of a physician, who must ex- 
amine the applicant and make minute inquiry into his physical condition, and 
make a report of their findings to the Postmaster General. If the application 
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for indefinite leave of absence is recommended by the board of examiners and 
approved by the Postmaster General, the applicant shall be granted an extended 
leave of absence, together with an allowance of $600 per annum. This allow- 
ance shall be divided pro rata into equal daily installments and shall be pay- 
able monthly. If it is found necessary to employ a substitute to fill the place 
of an employee who has been granted an extended leave of absence, said sub- 
stitute shall be paid at the rate allowed for vacation work : Provided, however , 
That this will in no way interfere with the substitute's promotion provided a 
vacancy in the regular force occurs and said substitute is in line for promotion 
by virtue of his standing on the substitute list: Provided further. That the 
Postmaster General can order an employee who is on an extended leave of 
absence to report for duty at the office in which he was last employed during 
seasons of the year when the mail is extraordinarily heavy and the services 
of the employee could be utilized to good advantage : Provided further, That in 
the event of an employee being required to perform duty during such emergency 
periods he shall not receive any extra compensation for such service other than 
the allowance granted him while on an extended leave of absence." 

Mr. Bankhead. Mr. President 

The Vice Pbesident. The Senator from Alabama. 

Mr. Bankhead. I make the point of order that the amendment is new legis- 
lation. 

The Vice Preside^^t. The point of order is sustained. 

(The bill was reported to the Senate as amended, and the amendments were 
concurred in. I'he amendments were ordered to be engrossed, and the bill to 
be read a third time. The bill was read the third time and passed.) 

The Chairman. We will now adjourn until to-morrow morning at 
9.30 o'clock. 

(Whereupon, at 12.45 p. m., the committee adjourned until Thurs- 
day, July 12, 1917, at 9.30 o'clock a. m.) 

1777—17 5 
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United States Senate, 
Committee on Civil Service and Retrenchment, 

Washington^ D, 0. 

The committee met, pursuant to adjourmnent, at 9.30 o'clock a. m., 
in room 226, Senate OflSce Building, Senator Kenneth D. McKellar 
presiding. 

Present: Senator McKellar (chairman). 

Also present: Mr. H. M. McLarin, Mr. Thomas F. Flaherty, Mr. 
John S. Beach, Mr. W. C. Ryan, Mr. W^illard F. Warner, Mr.'^M. F. 
O'Donoghue, Mr. Edward J. Ryan, Dr. Lledellyn Jordan, and Mr. 
Robert H. Alcorn. 

The committee resiuned the consideration of the bills (S. 157, 281, 
and 633) for the retirement of employees in the civil service. 

The Chairman. The committee will come to order. Who is the 
next witness? 

Mr. Robert H. Alcorn (chairman Joint Civil Service Retirement 
Committee). Mr. Chairman, I suppose it is your desire to get through 
by noon if you can. 

The Chairman. If we can ; yes. I would like to do so. 

Mr. AxcoRN. For that reason I will ask the speakers that we call 
on this morning to be as brief as they can covering the points that 
you desire. I suppose the committee will allow supplemental state- 
ments to be filed within a period of something like 5 or 10 days. 

The Chairman. Yes. 

Mr. Alcorn. The next speaker on the program is Mr. McLarin, 
of The Federal Employee, a magazine published monthly by the 
Federal Employees Union. 

The Chairman. You may proceed, Mr. McLarin. 

STATEMENT OF MB. H. M. MgLABIN, PRESIDENT FEDEBAL 
EMFLOTEES 1TNI0N, WASHINGTON, D. C. 

Mr. McLarin. Mr. Chairman and gentlemen^ we are urging this 
law at this time because of the fact that we believe it is a necessary 
war measure. Anyone who will go into the departments here and go 
through them will see that they have litei^ally thousands of old men 
and women who are not able to stand the pace which is being set in 
the Government work to-day. The conditions, on account of the 
war, have got to change, and a great many of the older people will 
not be able to adapt themselves to the change. So instead of their 
doing something, getting forward with things, putting the Govern- 
ment service on an efficient basis they are in the way of these new 

«7 



68 RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

men. Of course, some people would say that we ought to get rid of 
them. But you can not do that when you have had people working 
for yon all their lives for a mere pittance, who come into the service 
and stay there largely because they thought they would get something 
better. They have given their services for long years and there is no 
humanity in the man who would advocate the retiring of these em- 
ployees from the service without some provision for their mainte- 
nance. 

There is one particular feature that has characterized all of the 
retirement bills that have been introduced up to date, and that is that 
they confine themselves to the classified employees. Now, the classi- 
fied employees are the particularly fortunate ones in the service, with 
a better education, and they are the ones receiving the higher salaries. 

The unclassified employees are the men and women who do the 
drudgery and who do the coarser, harder work ; thousands of them 
have been in the service just as long and have worked just as hard 
and just as faithfully as have any of the classified employees. 

The Chairman. How many are in the unclassified service? 

Mr. McLarin. I can not say, but I will insert that in the record. 
The civil-service report gives it ; it shows about 280,000 in the classi- 
fied service, and about 200,000 are in the unclassified service. So 
these bills, all relating to the classified service, discriminate abso- 
lutely against the unclassified man because he has not been able to 
pass an educational examination. 

The Chairman. Included among the unclassified service are Con- 
gressmen and Senators; all others who work for the Government, 
regardless. 

Mr. McLarin. Yes, sir. It includes people in the Library of 
Congress, people in the District government ; none of these are clasa- 
fied, and all the laborers throughout the service are unclassified. The 
internal-revenue collectors and the deputy collectors are unclassified. 
Particularly the largest number, though, is composed of laborers in 
the lower grades of work. 

The Chairman. Well, you easily see that if we establish anything 
along that line it will have to be grades established. You coidd not 
give all the same retirement pay, such as is proposed among civil- 
service employees. 

Mr. McLarin. These retirement measures provide for grades ac- 
cording to the pay received by the employee. 

The Chairman. Some of them do and some do not. One bill, I 
think, provides for a flat retirement rate of $50 a month. That would 
be more than some of -the laborers get, or about as much as they get 
when in service. 

Mr. McLarin. We would also obviate that. That is as much as 
the messengers and the skilled laborers get. They are classified. It 
is a distinction without a difference. 

The Chairman. Well, I think if we have anv retirement pay, it 
ought to be graded. J^ f /» 

Mr. McLarin. Yes. 

The Chairman. All right, I did not mean to interrupt you. 

Mr. McLarin. Take, for instance, the employees over here in the 
Library; many of them are highly educated and skilled, and yet 
there is no bill which has been introduced so far to cover the Library 
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of Congress, and employees around the Capitol, men who have been 
here years and years, none of them aye included. Employees in the 
District of Columbia government are not included. So, I want to 
impress upon the committee particularly the necessity for not thus 
discriminating against these lower grades of employees, or some of 
the lower grades, simply because they have not been able to pass this 
educational test to come within the civil-service classification. This 
civil-service classification is nothing except an arbitrary line laid 
down, whereby a man may or may not be classified according to the 
service in which he serves, or whether he is able to pass an educational 
test that any high-school boy can pass. 

Now, with regard to the cost of the retirement system, I have been 
in consultation with Mr. Brown, the head of the Bureau of Efficiency. 
The figures which he has estimated to-day show that there are about 
6,000 employees over 70 years of age now in the service, 6,000 of the 
classified employees, and that the cost of their retirement imme- 
diately for the first year would be something over $2,000,000, and 
for the succeeding years tot a number of years it would be approxi- 
mately $3,000,000 for 10, 12, or 15 years. But in that same connec- 
tion I wanted to call attention to the figures disclosed by the Census 
bulletin of 1907, which is the latest information available as to the 
number of employees of all ages, etc. A computation from this bul- 
letin, percentages used in that bulletin, shows that the percentage of 
employees at this time is practically the same as it was at that time of 
any given ages. For instance, Mr. Brown's latest investigation shows 
that there are 6,000 employees 70 years and over, and the figures of 
the Census bulletin show 1.2 per cent of employees aged 70 years 
and over. Take that same percentage and apply it to employees 
now in the service instead of the number in the service in 1907. You 
get 6,000; so that the percentages compiled in the Census bulletin 
are applicable to it. Using this percentage for the computation of 
cost of retirement at this time, you will find that the total number of 
employees is 488,000. The percentage of employees aged 70 years 
and over is 1.2 per cent. One and two-tenths per cent of this 488,000 
is 5,864. Now, the average salary of these employees 70 years and 
over is $1,118, and if you multiply this amount by the number of 
these employees you get a total of $6,555,952, which would be the 
amount that would be saved by removing the superannuated em- 
ployees from the rolls. 

Half of this number of younger employees could do the same 
amount of work that these older employees do, and the entrance 
salary of these younger employees is $1,000 a year; so if you take 
2,932, half of the number of superannuated employees, and multiply 
it by $1,000, you get $2,932,000, which is the total amount of salaries 
to be paid to the new, young employees who would replace and do 
the work of the employees retired. 

The retirement of 5,864 superannuated employees at $600 a year 
will cost $3,518,400 per annum. The saving from this retirement by 
this droj)ping from the rolls of such a number of superannuated em- 
ployees is $S,555,&52. The new employees costing $2,932,000 and 
the retired pay of the superannuates amounting to $3,518,400 makes 
a total cost to the Government, if the employees were retired, of 
$6,450,400. That makes a net saving by the adoption of this $600 
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annuity to the Government each year of $105,552 ; so that the cost of 
this retirement plan without regard to contribution or any other con- 
fusing figures will be absolutely nothing to the Government. 

The Chairman. That is, provided that the number of employees 
is reduced. 

Mr. McLarin. Provided that the number of employees is reduced, 
and any officer that you wish to consult will tell you that the number 
of employees can be reduced if the superannuated ones are retired, 
and it is altogether a reasonable proposition. Now, I have here state- 
ments from a number of Cabmet officers and other Government 
officials that are valuable in this connection, but in order to get them 
in a concrete form I am going to ask to insert them in the record. 

The Chairman. All right. I will ask you to insert these in the 
record. 

Mr. McLarin. Yes, sir. 

(The statements referred to above are here printed in full, as fol- 
lows:) 

[From the Federal Employee for January, 1917.] 

DEPABTMENT HEADS FOB SmiBEMENT. 

In a personally signed letter Secretary Lansing said, In part : *' I am heartily 
In favor, generally speaking, of an equitable retirement law for the benefit of 
superannuated employees of the Government. I have not, however, given the 
subject detailed consideration, but will be pleased to do so when opportunity 
offers." 

Secretary Baiter renews, in his last annual report, the recommendation of 
his predecessors for an equitable retirement law and states his conviction that 
" the Federal Government is and should be a model employer." In conclusion 
he says: 

** The effect of such a law would be to give an assurance of a competent and 
comfortable old age. It would relieve the employee from the fear of loss of 
occupation and of livelihood, would further Inspire him to loyalty to the 
Government as an employer, thus improving the general quality of the service 
rendered by Government employees, although that is already high, and would 
permit the replacement of some employees in the various departments who 
have long and faithfully served the Government and reached venerable but 
enfeebled years without having had an opportunity to accumulate any com- 
petence upon which their retirement can rest." 

Secretary Redfield mattes an exceptionally strong plea in bis annual report for 
a retirement law, and concludes by saying: 

" That the efficiency of the executive civil service is seriously impaired by 
reason of its superannuated employees, and that the prompt enactment of some 
equitable form of retirement law is one of its greatest needs, are facts conceded 
by practically all persons who are at all familiar with the problems of the 
service. Efficient service and justice to employees demand a comprehensive, 
wide-reaching, and effective scheme of retirement pensions, the advantage of 
which is being more and more widely recognized by progressive commercial 
establishments and by foreign governments. While doubtless the cost of a 
clvll-service retirement scheme would for a few years add to the expense of the 
administration, it would be a good investment, and in a short time the service 
would be recouped the additional outlay many times over by the saving it 
would render possible. The standard of efficiency would be raised, the work 
could be done with less force, and this would be accomplished without heart- 
lessly throwing out of employment men and women who for decades have given 
their best service to the Government and who have no means of subsistence 
other than their decreasing salaries." 

Secretary Wilson also, in his last annual report, devotes considerable space 
to the question of superannuation and emphasizes the necessity for early enact- 
ment of a retirement law. The following is an excerpt from his report : 

" In a previous report of the department attention was drawn to the diffi- 
culties confronting executive officers of the Government impelled in the interests 
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of good administration to dispense with the services of employees whosf effici- 
ency has been materially impaired by advanced years. On the one hand they 
are met with the fact that the business of the Government could be more effici- 
ently handled by the replacement of these superannuated employees with 
younger and more active persons, whereas on the other there looms up before 
them the spector of hardship, and in many cases absolute want, which would 
be enforced upon faithful servants if they were thus to be summarily removed 
from the only means of gaining a livelihood for which through years of training 
they are qualified. 

*' It is inevitable, therefore, that until such time as heads of departments can 
accomplish this change in the personnel without visiting undue hardship upon 
their subordinates they will be deterred by a consideration of the humanitarian 
phase of the matter from taking such action as the situation seem to demand. 

" The department accordingly reiterates its recommendation that there be pro- 
vided through legislative enactment an equitable system of retirement — ^a system 
which will best subserve the interests of efficiency and economy and at the 
same time insure fair financial provision for those who through long and faith- 
ful service are entitled to some consideration in their declining years." 

Mr. Ford, Public Printer, concludes his annual report with the following: 
" In view of the fact that quite a large number of employees in the Govern- 
ment Printing Office have reached advanced age and have given good service to 
tlie Government for 20 or 30 years, I can but call the attention of Congress to 
the necessity of legislation looking to the retirement of these worthy public 
servants. In the employ of this office are many male and female employees 
ranging in age from 60 to 80 years, and it is obvious that their services are not 
as valuable as would be the services of younger persons. Their earning power 
decreases as age advances, and this fact is particularly observable in a manu- 
facturing establishment such as the Government Printing Office. The productive 
capacity of the office can, in my estimation, be materially increased if means 
are found whereby these worthy employees can be retired upon an equitable 
basis ot pay and younger persons employed in their places." 

TFrom the Federal Employee for March, 1917.] 

Mr. Ben G. Davis, chief clerk of the Department of State, says : 

"(1) I believe very earnestly that the establishment of a civil service retire- 
ment system is sound from an economic standpoint. This has been demon- 
strated by the action of great business corporations in adopting such systems. 
Most men look forward with more or less apprehension to the impairments of 
advancing years, and such apprehension unconsciously affects adversely their 
ability for the complete performance of duties assigned to them. I believe that 
a reasonable assurance of being cared for in his declining years will proportion- 
ately Increase a man's mental and physical effectiveness in his years of health 
and vigor. 

"(2) Undoubtedly the efficiency of all the departments would be increased by 
the retirement of the superannuated and disabled employees. Whether or not 
there would be an actual ultimate saving to the Government in the money cost 
of administration would depend, in my judgment, upon the plan of retirement 
adopted. 

"(3) I believe the humanitarian factor should enter very largely into the 
consideration of a retirement law. It is not unreasonable to expect an enlight- 
ened Government to lead in all those broad principles making for the general 
betterment of ni^ankind. Our Government is constantly extending its energies 
and engaging its activities in this direction." 

Mr. James L. Wilmeth, chief clerk of the Treasury Department, briefly but 
forcefully states his opinion as follows : 

" My judgment leads me to believe that from an economic standpoint it would 
be well for the Government to establish a system of civil service retirement 

" Undoubtedly the efficiency of the service would be promoted, with a result- 
ant saving to the Government. 

•• It would be difficult to eliminate the humanitarian factor in the considera- 
tion of this question. My judgment is, however, that this should be a secondary 
consideration. The humanitarian side of the question appeals very strongly, 
but the efficiency of the service should receive major consideration." 

Mr. George C. Havener, chief clerk of the Department of Commerce, says : 

" In my opinion the absence of some equitable system for the retirement on 
pensions of superannuated employees is one of the weaknesses of the Govern- 
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ment service. The retention of employees in the service when they are no longer 
able to perform the duties assigned to them reduces the ethciency of tlie entire 
prsonnel because it prevents the employment of younger and more active em- 
ployees to replace the superannuated employees. From the ratings given em- 
ployees in the efficiency investigations held by this department it is apparent 
that the heads of bureaus and offices are reluctant to make statements concern- 
ing employees who have given the best years of their life to the Government, 
which might lead to their separation from the service and possibly leave them 
in want. 

" Furthermore, the Government is regularly losing many of its mont valuable 
employees when they are at the maximum of their efficiency, who are offered bet- 
ter opportunities outside. Many of these employees would be induced to remain 
in the service if they were assured that they would be retired with pay wlien 
they were no longer able successfully to compete with younger and more alert 
employees." 

(From the Federal Employee for July, 1917.] 

Hon. W. G. McAdoo, Secretary of the Treasury : 

" I can only refer you to the following quotation on the subject of the retire- 
ment of employees, contained in my last report to Congress, and state that any 
legislation which will tend to carry out such a plan as is therein proposed will 
meet my approval : 

" * The need for an adequate civil-service retirement law Is becoming more 
imperative each year. The Treasury Department bears upon its rolls a large 
number of aged employees whose efficiency is gradually waning. The intro- 
duction of new and improved methods of performing the constantly increasing 
volume of work in the department has served to emphasize the need for 
making some provision for the older employees who is unable to keep step with 
progress. It does not seem humane or fair to discontinue arbitrarily the services 
of superannuated employees who have given their entire energies and spent 
the best years of their lives in the service of the Government. To do so would 
in most cases leave the employees without any source of income and result in 
serious hardship. To reduce aged employees does not entirely meet the needs 
of the case, as it leaves the employee still on the rolls of the department. 

" * I believe that the enactment of an equitable retirement law for superan- 
nuated and disabled employees of the civil service in the Treasury Department 
would result in actual economies and increased efficiency in the handling of the 
business of the department, and I therefore recommend this subject to the 
Ck)ngress for its serious consideration.' " 

Charles M. Galloway, Civil Service Commissioner : 

'' The Civil Service Commission has expressed itself publicly more than onoe 
as in favor of some form of contributory retirement legislation. This, in part at 
least, seems to be one of the provisions of the bill referred to in your letter." 

B. H. Meyer, Interstate Commerce Commissioner: . 

'* I am heartily in favor of making proper legislative provision for the retire- 
ment of civil service employees of the Government.*' 

Brig. Gen. William Crosier, Chief of Ordnance, United States Army : 

" I have not had time to examine the details of the various bills before Con- 
gress, and I am, therefore, not in a position to ^ve an opinion as to the merits 
of the particular measure which you bring to my attention, but my experience 
snows me that we can not have full efficiency in the Government service with- 
out some rational system of retirement" 

Admiral W. S. Benson, Chief of National Operations, United States Navy : 

" 1 do not consider it proper for officers of the Army or Navy to be taking 
action, either publicly or privately, to influence legislation, except when called 
upon to do so through regular processes of hearings before the committees of 
Congress. My personal opinion is that some form of retirement or pension is 
necessary in a thoroughly efficient civil service." 

Capt. Thomas Snowden, Hydrographer, United States Navy : 

" I am in sympathy with the endeavor and recognize it as one of the coming 
needs." 

Oscar A. Price, Auditor for the Interior DQ[>artment : 

'*After a careful perusal of the Wadsworth bill (8. 281), I am of the oplnloa 
that it is complete, equitable, and it will enure to the efficiency of the service, 
and the Government will benefit by the passage of this or a similar act I 
assure you that I am heartily in favor of the same, and will do all I can in its 
support." 
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William M. Smith, chief clerk of the Bureau of Yards and Docks, Navy De- 
partment : 

"Referring to ♦ ♦ ♦ the Wadsworth bill (S. 281), I beg to say that I 
believe the same to be fair and reasonable, and will be glad to do anything I 
can to secure its favorable consideration." 

Henry D. Hubbard, secretary Bureau of Standards : 

** No bill could meet the exact views of all officers, but this bill seems to me 
to meet the general need very effectively." 

Willard T. Warner, chief clerk, office of the Treasurer of the United States : 

"In relation to the Wadsworth bill (S. 281), it meets with my hearty ap- 
proval, and I shrtll do everything in my power to aid in securing its passage.'* 

E. J. Thompson, chief clerk and executive assistant, Bureau of Biological 
Survey : 

" I have read this bill carefully and with much interest, and wish to express 
my hearty approval of it. I consider it a very equitable measure, which should 
not prove a burden to any employee, and if enacted into law will benefit all 
Government employees. I shall be glad to lend my support to the enactment of 
this much-needed legislation." 

John A. Mcllhenny, president United States Civil Service Commission: 

"Accept this expression of my appreciation of your letter of March 20 and 
the bill of Mr. Wadsworth, which you were good enough to send me. Its fea- 
tures are very interesting ; but, in view of my official position, I am precluded 
from expressing an opinion regarding them unless I should be officially called 
upon to do so." 

John T. Doyle, secretary-treasurer National Assembly of Civil Service Com- 
missioners : 

" I wish to congratulate you on the many excellent features of the bill." 

D. N. Hoover, jr.. Acting Supervising Inspector General, Steamboat-Inspection 
Service : 

" It has been my opinion that the Federal Government should provide for 
liODsloning its superannuated and disabled employees without any assistance 
in the way of contributions from the employees themselves. • * * How- 
ever, it may be that the retirement of civil employees can not become a fact 
unless the civil employees themselves show a willingness to assist in maintain- 
ing the pension fund, and for this reason — and this reason only — I would say 
I am In favor of the Wadsworth bill." 

Luther F. Speer, deputy commissioner of Internal revenue : 

" Your letter of the 17th instant, in which reference was made to the Wads- 
worth bill, providing for retirement of superannuated and disabled Government 
employees, I desire to state that this Is a subject in which I have always been 
much interested. * * ♦ I do not think the present proposed bill goes far 
enough, but It is a foundation stone from which can be built the required 
structure of laws which experience will show to be necessary.*' 

Charles E. Stewart, chief clerk, I >epartment of Justice : 

" I have looked over the synopsis of the bill, and for this kind of a bill — 
that is to say, a bill in which it Is provided that the Federal employees tliem- 
selves contribute to the sums to be provided for the retirement of Government 
employees — I can see no objection to it. I have always taken the position that 
if Congress is to pass a law for the retirement of Federal employees, the Gov- 
ernment itself should furnish the money, and not levy a tax upon the employees 
of the Government, most of whom, in my judgment, are already underpaid." 

David D. Caldwell, attorney. Department of Justice : 

" I have received your letter of the 20th instant, relative to the Wadsworth 
bill (S. 281), and also the copy of the bill which you sent me. I have examined 
it carefully, and think it is an excellent measure. It is not entirely what I 
would have liked to see go upon the books, but I think it is a splendid combi- 
nation of the contributory and straight pension methods, and that the employees 
can not reasonably object to the small contribution exacted, nor the Government 
object to the obligation to pay the balance necessary to maintain the retirement 
fond." 

James L.' Wilmeth, chief clerk. Department of the Treasury : 

" I am In favor of any equitable system of retirement for Government em- 
ployees, and believe that the present bill, which provides for a contribntary 
form of retirement is fair and equitable. As I read It, the contribution is 2 
per cent, with the proviso that the total annual contribution of any employees 
diall not exceed $50. To be sure, the annuities on the basis of so small a con- 
tribution would have to be small, but I should not condemn the bill on this 
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account, because I have regarded some of the bills that have been introduced 
and pressed in the past without favor on account of the annuity being too large 
and entirely out of proportion. My feeling is that the annuity, even thought it 
is small, is a splendid thing for an aged employee. ♦ * * i think this bill 
possesses considerable merit ; that if it were enacted into law it would be a 
great boon to the employees of the classified service, and that it would be well 
to urge its enactment, and where found to be inadequate steps should be taken 
to secure the necessary amendatory legislation. I should be very glad indeed to 
see it enacted into law.** 

Leon M. Estabrook, Chief of Bureau of Crop Estimates : 

" I have your letter of March 20, inclosing a copy of S. 281, introduced by 
Senator Wadsworth, together with a synopsis of same. The synopsis of the 
bill is so brief and clear that the proposed law should appeal to every one 
interested in the subject. I do not see how I can add anything to the statement. 
except to say that I am heartily in favor of the bill or any similar legislation 
which will afford relief to superannuated employees and promote efficiency in 
the service by their early retirement." 

William J. Burke, president Federal Employees' Union, No. 15385, Bojston, 
Mass. : 

" Would say that I have shown this bill to many of our uienibers, and the 
general opinion is that it is the best bill which has been presented as yet. 
* ♦ ♦ Many well-meaning men, especially in the Post Office Department, 
believe in a straight pension. The same would be agi*eeable to us, but we do 
not think it possible to achieve this aim. The bill, calling for but 2 per cent of 
the wage as contribution and not more than $50 per year, is reasonable and 
ought to be acceptable to reasonable men. It is a fair compromise between the 
noncontributory and the Pomerene bill, which we believe calls for too high a 
percentage of the wage." 

E. E. Davis, president Federal Employees* Union, No. 15358. Omaha, Nebr. : 

" We would be pleased to get most any kind of a bill through for retirement, 
and think the Wadsworth bill O. K., so far as it goes. We feel that the main 
object is to get a retirement bill passed, and then in the future get it amended 
to the best advantage.*' 
George W. Sullivan, president Federal Employees' Union, Philadelphia, Pa.: 
" I have to acknowleilge with great pleasure the receipt of your letter of t\\e 
24th instant, transmitting copy of the Wadsworth bill (S. 281). A reading 
of the synopsis strikes me that a« an initiatory plan nothing better could be 
proposed.** 

F. B. liinton, chief clerk Bureau of Chemistry : 

'* I have read with interest the Wadsworth bill ( S. 281 ) , which you sent me 
under date of March 20. While I have not given this bill careful study and do 
not desire to commit myself in reference to every detail, I will say that I am 
in favor of the general provisions of this bill. ♦ ♦ ♦ i believe that any bill, 
to have a good chance of passing, should eventually become self-supporting. 
It is clear that the Government should contribute funds to retire immediately 
all those who are of a retirement age at the present time and to require those 
who are now in the service to contribute only a pro rata of the remaining 
time until they reach the retirement age. After that, however, it seems to me 
that the bill should require deductions that will make it self -supporting.** 

John T. Cuthbert, chief clerk of Operations, Navy Department : 

" I have read the bill in question with care and much interest and have no 
hesitancy in saying that it has my hearty support. If enacted into law, it 
would no doubt work toward the mutual advantage of the clerks and the 
Government.** 

Lester Sisler, chief clerk Interstate Commerce Commission: 

" I am In hearty accord with the provisions of this bill and sincerely trust 
that it may be enacted into law at the present session of Congress.** 

W. F. Woolard, chief clerk United States Patent OfHce : 

" The Congressmen are responsible to their constituents, but I am sure that 
retirement will be handled in an equitable manner and that they will deal 
Justly with the superannuated. I feel that the surest plan Is to leave to 
Congress the particular provisions to be put in force.** 

Raymond F. Crist, Deputy Commissioner of Naturalization, Department of 
Labor : 

"The qualifications for entry into this service are high. The personnel of 
the service Is, consequently, the highest to be found in the Federal or any 
corporate service. The efficiency Is at Its maximum. It can only be maintained 



RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 75 

at its present state, however, by action at the present time. To insure a future 
standard equal to the present the service should be made more clearly one of 
a deflnie career. All that can be done in this respect administratively has been 
done and will no doubt continue to be done. The only element remaining 
unsupplied is some provision which will induce the personnel, present and 
future, to devote their entire lives to the service of the Government. The 
element lacking is in no provision being made at the present time for the old 
age of the employees. In all other respects this service is most attractive. 
I>uring the past 10 years, however, there have been a large percentage, probably 
33^ per cent, of the trained men of this Bureau who have resigned to seek 
more remunerative positions in the legal profession and in other walks of life. 
In these new avenues provision may be made, through a greater effort and 
corresponding increase in remuneration, for old age. None of those who have 
left the service have found their lives to demand as much of them as they gave 
to this service while in it for the same amount of financial return. 

" That this provision should be made none in this day of understanding and 
enlightenment will deny with any reason. From 32 years of experience in the 
Federal Government I can state that from actual observation there is no 
department of the United States Government that is not actually paying 
individual pensions of a larger amount, and probably in a greater total, than 
it would be called upon to pay if any of the plans for pension retirement were 
enacted in which the Federal Government would be called upon to bear the 
entire amount of the expense. 

"I am not prepared to speak on behalf of the Wadsworth-Dale bill, as 
I have not had an opportunity to consider it." 

Royal Meeker, Commissioner of Labor Statistics, Department of Labor : 

"The principles of civil-service retirement pensions has my hearty appro- 
bation. When Senate bill 281 comes up for hearings, I shall be very glad to ap- 
Xyear and speak in favor of the principle." 

G. R. Putnam, Commissioner of Lighthouses, Department of Commerce, said 
in his report for 1916 : 

"There is great need for provision by law for the retirement of employees 
of the Lighthouse Service who, after long service, have lost their ability for 
active duty by reason of age or disability incident to their work. This is essen- 
tial to full efficiency in the administration of the service. 

Dr. Wlliam A. White, superintendent St. Elizabeths Hospital : 

" I am heartily in favor that some legislation be enacted that will permit 
us to take adequate care of those who have given the best portion of their lives 
for the Government and have not now the means to retire from such labor 
and take care of themselves. I believe that the best interests of the Govern- 
ment would be conserved if some means were at hand so that these people 
could be taken care of and replace them by younger and more capable employees 
who could undoubtedly render a good deal better and more efficient service, 
I further believe that the best means of raising a sum to look after these 
people when they are retired would be through the contributory plan, such as 
appears to be included in the bill mentioned in your letter. 

" I hope the necessary legislation will be enacted and this result achieved 
at an early date." 

Mr. McLarin. It does show practically all of the Government 
officials who have to do with the administration of the work realize 
the absolute need for some system of retirement at the earliest 
possible date. There is also a letter from Gen. Ainsworth, which 
was written some time ago, comparing the necessity for retirement 
in the Army and retirement in the civil service. 

The Chairman. All right, sir ; pass it to the stenographer. 

(The letter referred to above is here printed in full, as follows:) 

statement made before the Committee on Reform in the Civil Service of the 
House of Representatives some years ago by MaJ. Gen. P. C. Ainsworth, Adju- 
tant General of the Army : 

'*A retired list or a pension list is the natural outgrowth of a system which 
assures comparative permanence of tenure of position to persons employed in 
either the military or civil service of any government. Although the United 
States has made provision for the retirement of its military officers and en- 
listed men, and for the pensioning of officers and enlisted men not entitled to 
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retirement, there is no probability that it will follow the example of any foreign 
government, at least in the near future, by establishing a civil-pension list, 
notwithstanding the fact that many good reasons for the establishment of such 
a list can be adduced by those who are in favor of it. 

"A retired list for the Army was first established by the act approved August 
3, 1861, * providing for the better organization of the Military Establishment' 
Prior to that officers held their positions by a tenure which differed in no re- 
spect from that by which employees in the civil service hold their positions to- 
day. No officer had a life tenure of his commission, and every officer was sub- 
ject to dismissal at any moment by the appointing power. When officers be- 
came disabled by reason of age, disease, or wounds, they had no legal right 
whatever to be retained in service, and if they escaped dismissal they did so 
by reason of the compassicm and forbearance of the Executive. 

"That is precisely the situation in the civil service to-day, and the causes 
which led to the establishment of a retired list for the Army in 1861 are almost 
all operative to a greater or less extent in the civil service at the present time. 
It is true that in the course of many years prior to the creation of the retired 
list it became a sort of unwritten law that officers of the Army, unless dismissed 
for cause, should be retained in service until they died, and it is equally true 
that existing conditions tend strongly toward the formation of such a law in 
the civil service. Entrance to the civil service being guarded so that appoint- 
ments can not be made therein in furtherance of personal or political interests, 
there is no pressure from the outside to create vacancies in the service, and 
superannuated or disabled employees are no longer crowded out merely to make 
room for political or personal favorites. 

" The same conditions, only carried to a greater extent, existed in the old 
Army, and I have no doubt that in the course of years, if no change is brought 
about by legislation, the situation of the personnel of the civil service will be 
substantially what that of officers of the Army was at the time of the creation 
of the retired list, and that such a list, or a pension list, will be provided for 
the civil service. 

"At any rate, I am firm In the belief that such a list is the natural and 
logical outgrowth of the existing system. The antipathy to a civil pension or 
retired list Is no greater at the present time than that which was once mani- 
fested, and. Indeed, Is now manifested In some quarters, against the military 
retired list. 

"And why should any of us shudder at the mention of a civil-pension list, or 
retired list, and speak of it with bated breath as a thing of horror and a pos- 
sible source of unspeakable evil? Can any intelligent man deny that a retired 
list which has been of such great benefit to the military and naval service, will 
not be of equal benefit to the civil service? I am free to confess that I am con- 
vinced that, leaving all sentimental considerations out of the account, it is de- 
cidedly in the interest of the Government to make provision for at least its 
wornout civil servants by establishing a retired list for them, thus placing them 
on substantially the same footing as that of superannuated ofllcers and enlisted 
men of the Army and Navy. 

" The commission of the Army or Navy officer is a valuable life estate, the 
continued employment of which depends upon his faithful and efficient dis- 
charge of his duties and of his maintenance of the character of an honorable 
man. Thus he is under the very heaviest bonds of good behavior, and motives 
of self-interest alone are sufficient to keep him up to a high moral and pro- 
fessional level. Free from anxiety as to his future, he devotes his life to the 
career upon which he is embarked and manifests no disposition, as he feels no 
necessity, to divert his energies into other channels or to seek other occupations 
as a more secure livelihood. 

" But the civil employee enters the service with no such assurance as to his 
future, and the Government has no such guaranty of good behavior and devo- 
tion to duty on his part. Dismissal has no terrors for him beyond that of the 
present loss of his salary, a loss which he knows he will suffer In the future at 
A time when the avenues to all other employment will be barred to him no 
matter how long or how faithful he may have labored in the public service. 
He knows that upon himself alone rests the responsibility of providing a sup- 
port for himself and family in his declining years, and consequently he is 
always on the alert for private employment which will enable him to abandon 
the public service with a prospect of bettering his future condition. 

" Indeed, I believe that comparatively few of the young men now entering 
the civil service do so with the intention of remaining therein permanently, 
but that most of them accept their appointments with the more or less clearly 
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defined purpose of relinquishing them as soon as they shall have been admitted 
to the practice of a profession or shall have secured satisfactory employment 
In private business. Of course, this intention is not always realized, but the 
fact remains that many of the best men abandon the service after a few years 
for the purpose of engaging in private business which offers them better pros- 
pects for the future. This almost never occurs among officers of the. Army or 
Navy, and it would occur very infrequently In the civil service if the induce- 
ments to remain therein were anywhere nearly as great as that which is offered 
by the military and naval service. 

" It goes without saying that the Governnient ought to have the very best 
men in all brnnches of its service, but it is difficult to get such men in the civil 
service, and more difficult still to keep them, because the ability which makes 
ihera vnluabh* in the public service is sure of a much more generous reward in 
Ijrivate employment. But the Government has no difficulty in keeping its Array 
and Navy filled with officers of the very highest intellectual and moral worth, 
men with qualifications that are constantly in demand in civil life at rates of 
compensation far greater than those offered by the Governnient. And the same 
statement may be made with regard to the judiciary. 

** Why is it that those services can obtain and keep these men, men who 

would adorn and dignify their respective professions in any country on earth, 

while almost all other branches of the public service must be content with a 

personnel which, whatever else may be said of it, certainly can not be said to 

be of that high character? It is almost wholly due to the assurance given by 

the retirement law that an officer shall not lack the means of comfortably 

maintaining himself and family after disability or advancing age shall have 

incpacitated him for earning a support by his own efforts. The employee In 

the permanent branches of the civil service holds his position by a tenure that 

is not much less secure than that of the military or naval officer up to the 

time of his becoming disabled or superannuated, so that the only material 

difference between the two in this respect is to be found in the fact that the 

civil employee is liable to find himself in the hopeless and pitiable situation 

of being cast adrift without means of support for himself or family whenever 

he becomes too old or too infirm to work. 

"With the possibility of some time finding themselves in such a situation 
continually before their eyes, is it to be wondered at that many men who have 
the ability to succeed in private life will not enter the civil service or having 
entered it, abandon it w^henever an opportunity to do a little better elsewhere 
presents itself? I am well aware that the opponents of a retired list, military 
as well as civil, have always alleged that the Government pays salaries so 
ample that all of its permanent officers and employees can accumulate enough 
to support them in their old age, or ought to do so, and that consequently a 
retired list is not only unnecessary but encourages improvidence and ex- 
travagance. 

"But this allegation, aside from being the reverse of true in the majority 
of cases, has no bearing upon my present contention, which is that it is for the 
best interests of the Government itself to maintain a retired list for all of its 
permanent services, civil as well as military. 

" Will anyone deny that it is most desirable to bring all branches of the 
public service up to the high level of the judiciary, the Army, or the Navy; 
and does anyone doubt that a very considerable increase in expenditures for 
the attainment of this end would be an excellent investment? But I think it 
can be shown that all this can be brought about by a comparatively small in- 
crease in expenditure, and at a cost that will be far less than the friends, to 
say nothing of the enemies, of a civil retired list have ever estimated. 

** While retirement for disability incurred in service and line of duty, re- 
gardless of age or length of service, was just provided for in the Army and 
Navy retirement laws because of the hazardous nature of the duties that officers 
are often called upon to perform, there do not seem to be equally strong 
reasons for making such a provision for those engaged in civil employment, 
except, perhaps, those whose duties are of an extra hazardous nature, such 
as employees in the Railway Mail Service and some others. For present pur- 
poses it may be well enough to disregard altogether the question of retirement 
for disability and consider only that of retirement for age or long service. I 
think the i)ersonnel of the service would be very greatly improved if it should 
he known to all who enter It that they have some sure provision for the sup- 
port of themselves and their families when old age comes upon them. Such an 
assurance would be a very great inducement for men to remain in the service 
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and to carry themselves well in it, because, as I said before, whatever might 
be assured to them in that way would really be an estate, and one which they 
would take good care not to forfeit." 

Mr. Alcorn. I desire that you hear next Mr. Thomas F. Flaherty, 
secretary of the National Federation of Post Office Clerks. 
The Chairman. All right, proceed, Mr. Flaherty. 

STATEMENT OF ME. THOMAS F. FLAHEBTY, SECSETAET-TEEAS- 
UEEE NATIONAL FEDEEATION POST-OFFICE GLEEKS. 

Mr. Flaherty. Mr. Chairman, as the preceding speaker has so 
well said, I think that we can at this time justify our advocacy of 
this legislation on the premise that it is a war measure, that it is in 
line with national preparedness. 

The Chairman. Will you mind if I may be perfectly frank with 
you? 

Mr. Flaherty. I know that you are always perfectly frank, sir. 

The Chapman. I am afraid that we can not put it on that ground. 
I think that we should have legislation on this line, but I do not 
believe that we could put it on that gi*ound at this time. You know, 
you can see for yourself, that every piece of legislation that is in- 
troduced now is introduced as a war measure, whether it has any- 
thing to do with the war or not. I think that is rather a long cry on 
this matter, because we have had it in peace times for years, and 
never did anything with it. In war times it is not any worse than it 
is in peace time ; perhaps it is, to some extent, but not enough to 
make it a war measure. That is just my idea. 

Mr. Flaherty. I differ with you on that. Senator, and I thint I 
can convince you because I know you are always open to argument. 
This occurs to me. There was one declaration in what was called 
" Labor's War Declaration," formulated at the headquarters of the 
American Federation of Labor here on March 13. It says that the 
fundamental step in preparedness is for the Nation to set its own 
house in order and establish justice in relations between men, and I 
think you will concede that there certainly is no justice in the Gov- 
ernment's present system of either demoting or dismissing aged, 
superannuated civil-service workers. In line with that, on July 3 
of this year, a committee waited on President Wilson and left 
with him a memorandum asking that he urge upon Congress the 
immediate enactment of civil-service retirement legislation, and I 
wish to quote a paragraph in there that states that point excellently, 
I believe. It reads (reading) : 

We believe that the subject of civil-service retirement is so closely related 
to the one big problem now absorbing your t'me and iittention — the speedy and 
successful termination of the war — that we are justified in thus impressing 
you with its urgency, and ask your cooperation in obtain'ng from the Congress 
Immediate legislative relief. 

You realize that the civil establishments of the Government, which must of 
necessity cooiw»rate with the military and naval forces in the successful prose- 
cution of the war, are not on the highest possible plane of efficiency largely 
because of the absence of any system or plan whereby the aged men and 
women of the civil service can be retired upon annuities. 

I think. Senator, that states it well and accurately, and I think 
that in justification of our agitation at this time there is this: That 
the civil-service establishments, coordinating as they do with the 
military forces in the successful prosecution of the war, should be 



RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 79 

put upon the highest possible plane of efficiency. However, aside 
from that, I wish to remind you of a declaration in the Democratic 
platform adopted last July at St. Louis, and this, too, is included in 
the memorandum to the President. I read it (reading) : 

We hold that the Ufe and strength of the men, women, and children of the 
Nation are its greatest assets, and that in conservation of these the Federal 
Government, wherever it acts as the employer of labor, should, both on its 
own account and as an example, put in effect the following principles of just 
employment : 

First. A living wage for all employees. 

Second. A working day not to exceed eight hours with one day's rest in 
seven. 

Third. An equitable retirement law providing for the retirement of super- 
annuate<l and disabled employees of the civil service, to the end that a higher 
standard of efficiency may be maintained. 

And this declaration of the Democratic platform, as you are aware, 
the people at the polls last November heartily indorsed. 

Quoting again from this memorandum on this same particular 
thought, let me read: 

At a time when the entire resources of our Nation are being regulated with 
a view of winning tlie war in the shortest possible time, for the conservation 
of the interest of democracy and humanity, it is a measure of necessity that 
the evil service, to which you must loolj for the efficient performance of so 
many arduous duties, should be composed of persons who are alert and active 
both in mind and body and capable of adapting themselves to the ever chang- 
ing conditions of the times. The enactment of a retirement law would in a 
large measure attain this desired condition in the civil service without Impos- 
ing hardships upon those who have rendered many years of faithful service. 

With your permission, I will insert this memorandum in the hear- 
ings as a part of my remarks. 

The Chairman. Very well, sir. 

(The memorandum referred to above is here printed in full, as 
follows:) 

Joint Conference Committee on Retirement, 

401 A. F. OF L. Building, 
WashingtoUj D. C, June 29, 1917. 
Hon. WooDROw Wilson, 

President of the United States^ Washington, D. C. 

My Dear Mr. President: On belialf of a committee composed of representa- 
tives of organizations of Government employees, and in response to the note of 
Mr. Tumulty of June 12, 1917, we submit the following memorandum for your 
consideration and possible favorable action. 

We believe that the subject of civil-service retirement is so closely related to 
the one big problem now absorbing your time and attention — the speedy and 
successful termination of the war — that we are justified in thus impressing you 
with its urgency and asking your cooperation in obtaining from the Congress the 
needed legislative relief. 

You realize that the civil establishments of the Government, which must of 
necessity coordinate with tlie military and naval forces in the successful prose- 
cution of the war, are not on the highest possible plane of efficiency largely 
because of the absence of any system or plan whereby the aged men and women 
of the civil service can be retired upon annuities. 

We do not ask you to accept our judgment alone that civil-service retirement 
makes for a more efficient service. All who have investigated the subject have 
reached the same conclusion — some system of retirement, and we will not com- 
plicate the issue by arguing the merits of any particular plan, is necessary if 
the Government's civil establishments are to be conducted more efficiently and 
economically. 

The Civil Service Commission has repeatedly in its annual reports to Con- 
gress recommended the enactment of a retirement law; Cabinet officers and 
Presidents In former administrations have advocated It ; the Secretaries of War, 
Labor, and Treasury In your Cabinet have within the past year recommended It ; 
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the United States Bureau of Efficiency has heartily urged it ; Committees of 
Congress have held extended hearings on the subject and recommended the legis- 
lation and have directed the gathering of masses of data and statistics as to its 
cost and effect; two retirement measures died on the calender with the Sixty- 
fourth Congress ; every civilized government in the world save China and Tur- 
key have adopted some system of annuities for their superannuated employees; 
thousands of enlightened employers in this country have put like plans into 
operation for their ovm employees and found it good business policy; a great 
many municipalities and some States protect their employees in this manner; 
and, hearkening to an aroused public sentiment, the Democratic National Con- 
vention at St. Louis in July, 1016, placed the following declaration in the party 
platform : 

" We hold that the life and the strength of the men, women, and children of 
the Nation are its greatest asset, and that in the conservation of these the Fed- 
eral Government, wherever it acts as the employer of labor, should, both on its 
own account and as an example, put in effect the following principles of just 
employment : 

1. A living wage for all employees. 

2. A working day not to exceed eight hours, with one day's rest in seven. 

3. An equitable retirement law providing for the retirement of superannu- 
ated and disabled employees of the civil service to the end that a higher stand- 
ard of efficiency may be maintained." 

At this time the added burdens of the war are placing great strains on the em- 
ployees in the civil establishments ; many young men are entering upon military 
duties, and therefore upon the older men and women devolves a large share of 
the task of keeping up the work, of breaking in new people, and, what is par- 
ticularly trying to the aged, putting up with new methods of work necessary to 
its greatly increased volume and urgency. All of these things are going to cause 
more and more of the older employees to suffer a physical breakdown. Pro- 
vision should be made to care for them as they fall out of the ranks. Even a 
temporary legislative expedient, as a war measure, would be helpful to meet 
this emergency if you do not deem it advisable to enter upon a permanent civil- 
service retirement policy. 

At a time when the entire resources of our Nation are being regulated with 
a view of winning the war in the shortest possible time for the conservation 
of the interests of democracy and humanity, it is a measure of necessity that 
the civil service, to which you must look for the efficient performances of so 
many arduous duties, should be composed of persons who are alert and active 
both in mind and body and capable of adjusting themselves to the ever chang- 
ing conditions of the times. An equitable retirement law would in a large meas- 
ure attain this desired condition in the civil service without imposing hard- 
ships upon those who have rendered many years of faithful service. 

We are including in this memorandum marked copies of hearings held before 
committees of the Sixty-fourth Congress, and we respectfully request that 
you give this entire subject matter the consideration its importance justifies 
and then, if your wisdom so directs, we ask that you urge the Congress to 
include civil service retirement in its program of war legislation. 

The Civil Service Retirement and Retrenchment Committee of the Senate 
will meet on July 11th, 1917, for a further consideration of this subject and 
if the committee could have the benefit of your views at that time we feel It 
would be most helpful. 

Respectfully, yours, 

(Signed) Thos. F. Flahebty, 
Chairman Joint Conference Committee on Retirement. 

N. P. Alifas, 
President District 44, International Association of Machinists. 

H. M. McLasin, 
President Federal Employees' Union 14682. 

Llewellyn Jobuan, 
Secretary United States Retirement Association. 

Miss Florence Etheridge, 
Treasurer Federal Employees' Union U632. 

C. Eder Reed, 
President Washington Branch, N. A. S. C. E. at Navy Yards and Stations. 

R. H. Alcorn, 
Chairman Joint Retirement Committee Naval Gun Factory 

and International Moulders' Union. 
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Mr. Flaherty. In regard to this question of retirement, the or- 
ganization that I have the honor to represent, Mr. Chairman, has 
taken this position. 

The Chairman. What organization is that? 

Mr. Flaherty. The National Federation of Postal Employees; 
and, by the way, we have our annual convention in your home town 
of Memphis in September. If you have not been invited you will be. 

The Chahiman. I had the pleasure of addressing the convention 
several years ago before I was in politics; that is, before I was so 
unfortunate as to get into politics. 

Mr. Flaherty. We take the position that the need for i^etirement 
is so urgent and pressing that we should not quibble over the details 
of any particular measure. Let us come to the committees of Con- 
gress and say, gentlemen, this is the condition that the aged men in 
the service are facing and we ask you to meet it. Give us some legis- 
lation which, in your judgment, is satisfactory and if it does not woi^ 
out in all its details we, of course, will return to the subsequent 
Congress and ask that it be amended in any respect in which in 
actual operation it is shown to be deficient. 

I wiU not ^o at length into an explanation of the Keating bill, 
because that is a subject which Mr. Ryan and others who are to 
follow have prepared themselves to discuss in detail. 

I say, however, that as a legislative expedient it is thoroughly 
satisfactory and it accomplishes the one big purpose which we desire 
to hasten as speedily as possible for these men who can no longer 
render the highest possible efficient service. I realize, Mr. Chairman, 
and you know from your experience in the House, that there are a 
great many Congressmen who rail at the idea of establishing a civil- 
service pension list, as it is so called. But how many lose sight of 
the fact that in the absence of anv retirement list that the Govern- 
ment is now paying something like $2,000,000? That is the loss that 
has been estimated by Mr. Herbert Brown, chief of the Bureau of 
Efficiency, and certainly he should know if anyone knows, that we are 
now losing $2,000,000 because of the absence of retirement; in other 
words, we are paying that in excess salaries to employees who can 
not render the service. 

The Chairman. Has any computation been made of the number 
of men and women in the civil service who are unable to do any work 
and are still on the rolls? 

Mr. Flaherty. Quite a number of them, Mr. Chairman. 

The Chairman. I know, but was there any compilation? 

Mr. Flaherty. I think the human equation enters into that so 
much, Mr. Chairman, that it would be difficult to establish any hard 
and fast lines between efficient and inefficient, but the Civil Service 
Commission has at some time or another said that the man 70 years 
of age is only three-quarters efficient — ^that is, he renders service only 
to the extent of three-fourths. 

The Chairman. I imagine that there must be at this time a great 
number of men and women who, by reason of age or other physical 
infirmity, are incapable of doing any work to amount to anything 
and yet are still on the rolls, and that might be very illuminating if 
yon could get hold of it and furnish the figures — what salaries they 
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are getting-^not with a view to treat them improperly as to their 
salaries, but for consideration at this time and on this measure. 

Mr. Flaherty. I am inclined to think that the Bureau of Effi- 
ciency which is now engaged on the compilation of the figures could 
give that. Your predecessor, Senator Pomerene, will, 1 think, be 
able to give you a great many facts. 

The Chairman. We will have Mr. Brown come forth. 

Mr. Flaherty. Mr. Chairman, I wish to call your attention to 
what is known as the Rouse-Hughes measure, referred to yesterday 
by Mr. Murphy. 

The Chairman. I am familiar with that. 

Mr. Flaherty. It is pending before the Senate Post Office Com- 
mittee, of which you are a member, and Senator Bankhead is a mem- 
ber of this committee. While it applies only to Postal Service 
employees, it should be remembered that in the Postal Service there 
are more than one-half of the classified civil-service employees. In 
other words, this Hughes-Rouse bill would take care of 140,000 postal 
employees, which is one-half of the entire number in the classified 
service. It has a number of admirable features. The principal one 
that will appeal to this Congress is that it will not cost the Govern- 
ment anything in the way of appropriation. It contemplates a con- 
tribution of 1 per cent a month from employees, and retirement is 
mandatory at 70 years of age. It provides lor retirement after 25 
years of service on an annuity of $600. It has been carefully esti- 
mated by expert statisticians m the Salary and Allowance Division, 
that under this plan at the end of 11 years a fund of some $8,790,00() 
will accrue, permitting of the retirement of these employees as thej 
reach the age of 70. The bill is feasible ; it is practicable ; it is inex- 
pensive ; and while it applies only to the Postal Service, if Congress 
feels that it must make a step in any one direction, I think that this 
is really the best solution at hand. 

The Chairman. That is where there is the combined system; the 
Government contributes so much and the employees each so much? 

Mr. Flaherty. The Government contributes to this extent, and 
this is only possible in the Postal Service, because we have, as you 
know, an automatic salary promotion law. The Government con- 
tributes the diflference between the salary of the man retired — ^which 
in niost instances would be $1,200 — and the salary of the new entrant 
who succeeds him, who enters generally at a salary of $800. The 
first year, therefore, the Government would contribute $400; the 
next year, as the new entrant went to $900, the Government's con- 
tribution would be $300. So I say that would not require any addi- 
tional appropriation, l^ecause that is all carried in the Post Office 
appropriation bill. 

The Chairman. What is the employee's contribution ? 

Mr. Flaherty. It is 1 per cent. In most cases $1 a month, because 
the average wage in the Postal Service is $1,200 a year. 

The Chairman. You think some such system as that might be 
worked out for the entire civil-service list ? 

Mr. Flaherty. I am inclined to think that some such system 
could be. 

The Chairman. You never worked it out yourself? 

Mr. Flaherty. No; I never have myself. I can not say this con- 
dition applies with any other branch of the service. They have not 
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the automatic promotion law, and the Government would have to 
estimate its contribution in some other way. The Government could 
make a straight-out appropriation so far as that is concerned. 

I want to give a concrete example of superannuation in the Post 
Office Department, Mr. Chairman. I regret that Senator Johnson 
is not here, because it applies to one oi his constituents. In the 
February issue of our official journal, the Union Postal Clerk, 
there appears an item with the heading " To pension Army horse." 
It reads (reading) : 

Rodney, a faithful Army horse, who has served the Government steadily for 
20 years, is to be retired from active duty and cared for by Uncle Sam for the 
rest of his life. This will be done on recommendation of Capt. C. D. Mortimer, 
Third Field Artillery. Rodney was never sick a day, rendered signal battle 
service in the Spanish-American War, was sold at auction as too old for service, 
was bought by a member of the Third Field Artillery for $107, rendered hard 
service at Fort Myer, and is now pensioned. 

Under date of February 12, 1917, 1 received this communication : 

My Deab Mb. Flaherty : I see by the February number of the Union Postal 
C3erk that after many years' service the Government has pensioned an old 
horse. All I can say is, " Lucky old horse," and for the purpose of drawing a 
pension it would have been better had I been born a horse than a human being. 
I have been a " wheel horse " for the Government for the past 50 years and 
can not get a pension. 

(Signed) John W. Perry. 

After 50 years a clerk in the San Francisco post office, entering the 
service in 1861, and on the very day he completed his golden anni- 
versary of 50 years' service he was told he was inefficient and would 
have to take indefinite leave of absence, without pay of course, and 
now he is unable to get back in the service. He is 80 years of age, 
has devoted 50 years, 50 productive years, of his life, all this time 
devoted to the perfection and management of the Postal Service. 
Only one in the ranks, unknown and unheard of , a minor cog ; but I 
know that it is men like Perry who made our JPostal Service what 
it is to-day — ^the most efficient mechanically of any Government in- 
stitution, and I emphasize mechanically. It is not humanly efficient. 
It has not yet evolved any system whereby the dismissal of these old 
men can be eliminated. 

I want to cite another instance, right here in the Washington City 
post office. I read to you imder date of April 18, 1914, in regard to 
the case of John B. Lerch, as follows [reading] : 

Washington City Post Office, 

Office of the Postmaster, 

AprU 18, 19 111. 
Mr. John B. Lerch, 

Clerk, Mailing Division, 

Washington City Post OfJUce, 

Sir: In view of the fact that your services are of little or no value to the 
office, due to your impaired efficiency, on account of advanced age and physical 
infirmities, I regret having to inform you that your name is under considera- 
tion for separation from the service. Any statement which you may desire to 
make in the premises will receive careful consideration if submitted within 
five days after the receipt of this letter. 
Very respectfully, 

Otto Pbaboer, Postma>ster. 
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To Mr. Praeger's communication Mr. Lerch made the following 
reply [reading] : 

Washington, D. C, April 21, 19H. 
Hon. Otto Pbaegeb, 

Postmaster, Washington, />. C 

Sib : Yours received, and in reply I have to say that by the recommendation 
of Abraham Lincoln, President of the United States, I was appointed a clerk 
in this office April 13, 1865. 

It is not my place to defend my ability to do my work; for this you please 
must inquire of my superior officers. 

I am 81 years old, but my record will show how little time I have lost on 
account of sickness in all these years, and I firmly believe that I am still able 
to perform work to the satisfaction of those over me. Furthermore, I have to 
inform you that, through misfortune, I am penniless, my wife having been a 
helpless invalid for the last 15 years. 

One thing is sure, if I have to go out of this office I do so with a clear con- 
science that in all my service I have done my duty faithfully. 

Mr. Lerch went out and within a short time 22 other aged clerks 
who had come into the service in the full bloom of their youth and 
had given to the service all that men in bur position of life have 
to give in the way of labor of brain and brawn and nerve force 
and substance and then, because of the absence of any legislation 
to protect him, he is ruthlessly and unjustly and unfairly thrown 
upon the scrap heap. This I recite as an instance of where our Gov- 
ernment is inefficient in conducting our institutions. 

I am not making any reflection against any administration or 
against an individual, because after all, if there is anything in our 
theory of government, we are the Government, and its shortcomings 
are our shortcomings. But the very man responsible for Mr. Lerch's 
dismissal, Mr. Praeger, postmaster, came into the service at $6,000 a 
year without one day's experience, without knowing what the inside 
of a post office looked like. In so far as our treatment of him was 
concerned, we were most generous, paying him $6/)00 to administer a 
business of which he knew absolutely nothing. 

In his testimony before the Senate Post Office Conmiitteej Mr. 
Chairman, a few years ago, the present Postmaster General, Mr. 
Burleson, said that if three-fourths of the postmasters were to die 
over night, he would not have to replace them. In other words, they 
were superfluous, and then Congress appropriates $80,000,000 every 
year for the payment of salaries to postmasters and according to 
the testimony of the Postmaster General — ^and certainly he ought to 
know — $24,000,000 of this is superfluous or wasted, it seems to me 
strange that Congress, in view of its liberality in that direction, 
will not at least give the postal employees the machinery of the 
Rouse-Hughes bill to effect their own retirement without any cost 
to the Government. 

I want to say to you, Mr. Chairman, that this agitation for retire- 
ment is not merely a selfish one on the part of the employees. The 
employees are not looking at it purely from their own standpoint, 
but from the broader standpoint of the Government's inefficiency 
in the conduct of its interests, and if Mr. McLarin has not inserted 
in the record I want to insert there the recommendations of some 
of the heads of> the departments of the Government. I want to 
insert also the recommendations contained in the annual reports of 
the Postmaster General for 1909, 1910, 1911, and 1912. 
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The Chairman. These are as inserts? 

Mr. Flahicrtt. Yes. 

The Chairman. They may go in here. 

(The inserts.ref erred to above are here printed in full, as follows:) 

t Annual report, Secretary of the Interior, 1905.] 

It has been the policy of the department to select persons for employment 
therein of ability and integrity, and to insist upon the strict performance of the 
duties assigned to them. Many branches of the service, however, have suffered 
by reason of the growing incapacity of some of the clerical force, for which 
there is no adequate remedy without doing injustfee In many cases. On July 
1, 1903, the number of employees in the department in Washington aggregated 
4,166. of which 758 were between 50 and 59 years of age, and 810, 60 years 
and over. The total number of employees of the department on the 1st day 
of July, 1905, was 4,082. The most recent census among the bureaus and 
offices of the department l8 that taken in the Pension Office, which shows a 
total of 1,684 epsployees. Of this number there are 516 over 60 years of age, 
and the average age of all being 50 years and 8 months. This average, how- 
ever, will doubtless be less at this time in other branches of the service. ♦ ♦ ♦ 

The system now in use relative to the maintenance of the clerical force is 
unsatisfactory and expensive, and some provision by way of retirement should 
be provided to meet the conditions that exist. I therefore renew the recom- 
mendation contained in my last annual report that appropriate legislation be 
enacted by CJongress for the retirement from duty of superannuated clerks 
or aged employees. 

[Annual report, Secretary of the Interior, 1908.] 

It is to be hoped that Congress will provide for a reclassification of all the 
employees of the Government and a readjustment of the salaries. No one 
administrative change is more needed than this. It would enormously increase 
the efficiency of the public service. In addition to reclassification, adequate 
provision should be made for the retirement of employees who have given long 
and' meritorious service. 

[Annual report, Secretary of the Interior, 1909.] 

The Department of the Interior In all of its bureaus in Washington is 
laboring under a great disadvantage in trying to introduce modem business 
methods and to keep pace with the increasing volume of work, because of its 
inability to retire members of the clerical and laboring force after they have 
become incapacitated by age or other causes. Intermittent efforts have been 
made to secure congressional aid to retire them upon a basis that will recognize 
their long service and protect them against want. An involuntary retirement 
and sustenance statute, by which all persons after arriving at a prescribed 
age, or for other reasons, should be required to stand an examination before 
a competent board as to physical and mental ability, with a fund created by 
national appropriation, in the first instance — and maintained by some equitable 
system of contribution from salaries — ^would seem to me to be advisable. 

[Annual report. Secretary of the Interior, 1910.] 

The appropriations for the maintenance of the services of the department 
and of its buildings and grounds can be lessened only by a unification and 
simplification of business methods in the several bureaus and the establishment 
of a retirement fund for Government employees. So long as a retirement fund 
is withheld, the practice of pensioning superannuated and defective, though 
deserving, clerks by retaining them on the salary rolls must continue. This 
necessarily results in many competent persons receiving inadequate salaries 
and a reluctance to reward the highest grade of service by compensatory 
remuneration. 

{Annual report, Postmaster General, 1909.] 

BKUBBMBNT OF SUPERANNUATED EMPLOYEES. 

In recent years the subject of making provision for the retirement of suiter- 
annuated employees In the civil service has received much consideration. It 
IB believed that the interests of the employees and of the Government alike 
dMBand legislation to this end. 
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The work of the Postal Service, like that of every great business institution, 
public or private, requires special training." Years of experience are necessary 
for the attainment of a high degree of proficiency in the discharge of the duties 
devolving on postal employees. The department's policy is, therefore, to re- 
cruit its force from young men and to retain them until such time as their 
usefulness is impaired by advancing age. 

In view of the increased cost of living, the salaries paid ari? 'barely sufficient 
to enable the employees to meet current needs, and the opportunity to make 
provision for old age is small. These conditions suggest the adoption of 
measures that will insure Government employees against want after they pass 
the period of active service. Private business establishments In this and 
foreign countries find that such a course brings practical returns in the in- 
creased loyalty and zeal of employees. 

Experience has shown that in default of such provision administrative officers 
hesitate to recommend the dismissal or the reduction in salary of superan- 
nuated employees who have spent their lives in the Government service. The 
drain on the national finances by their retention at full pay after they have 
become incapacitated for efficient service is far greater than would be the cost 
of a reasonable system of civil pensions. 

[Annual report, Postmaster General, 1011.] 

Almost without exception foreign nations provide for the pensioning of civil- 
service employees when they become superannuated. Large corporations in this 
country are rapidly adopting the same principle in the retirement of their aged 
employees. On business grounds, if for no other reason, the Government should 
do likewise. 

While the compensation of postal employees has been considerably increased 
during the last few years, it is hardly more than sufficient to meet necessary liv- 
ing expenses, and consequently does not permit the putting aside of any con- 
siderable savings against old age. It is believed that a civil pension, based on 
length of employment, should be granted by the Government. Benefits to the 
service far outweighing the expense of such pensions would undoubtedly result 

[Annual report, Postmaster General, 1012.] 

Civil pensions, based on length of service, should be granted to employees 
when they become superannuated. It is likely that the expense of such a system 
would be more than offset by gains in efficiency. Although the compensation of 
postal employees has been considerably increased during the last few years, it is 
8till insufficient to permit adequate savings against old age. Foreign nations 
pension their aged employees, as do also many corporations, and on business 
grounds, if for not other reason, the Government should do likewise. 

[Annual report, First Assistant Postmaster General, 1000.] 

A RETIBEMENT FUND FOB SUPERANNUATED EMPLOYEES. 

The question of retiring superannuated eraplo.vees on a pension has con- 
fronted the executive departments and has been discussed in CJongress for 
many years. The present law prohibits the maintenance of a civil pension list 
and makes it the duty of executive officers to drop from the rolls all employees 
who are permanently incapacitated for performing service. This law, however, 
is most difficult of enforcement, and it is undoubtedly a fact that there are 
many employees in the Postal Service who should be retired on account of age 
and physical infirmities. Many of these men have spent their lives in the serv- 
ice. On account of the long houi's and exacting nature of their duties they 
have not been able to add to their meager savings by outside employment nor 
to lay up a competence for old age. To remove them from the service for 
incompetency when their period of active usefulness has passed is in contra- 
vention of the spirit of our institutions. Good administration and humanity 
alike demand that some provision be made to care for these veterans of the 
service When overtaken by old age or disability. 

[Annual report. First Assistant Postmaster General, 1010.] 

PENSIONS FOB SUPERANNUATED EMPLOYEES. 

Nearly every country of importance makes some provision for pensioning its 
civil employees when they are overtaken by old age, and many of the large 
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c'urporations in this country have devised a similar plan for the retirement of 
their aged employees. From the standpoint of economy alone it would seem 
that this Government should do likewise. In the Postal Service, on account of 
the long hours, the sniall salaries, and the exacting nature of the duties per- 
formed, the employees rarely are able to lay up a competence for old age. It 
is hoped, ther^'^re, that Congress will take action looking to the retirement In 
some suitable manner of its superannuated employees. 

[Annual report, First Assistant Postmaster General, 1011.] 

Nearly every country of importance makes some provision for pensioning its 
civil employees when they are overtaken by old age, and many of the large 
corporations in this country have devised a similar plan for the retirement of 
their aged employees. From the standpoint of economy alone it would seem 
that this Government should do likewise. In the Postal Service, on account of 
the long hours, the small salaries, and the exacting nature of the duties per- 
formed, the employees rarely are able to lay up a competence for old age. 

At post offices of the first class the employees number about 50,000, and less 
than 1,200 of this number have reached the age of 65 or more, many of whom 
are In nowise superannuated. . It is believed* therefore, that less than 2 per cent 
of the employees of classified post offices would be retired under a pension 
system. 

In the Post Office Service a large sum of money accrues annually from the 
lapsed salaries of employees absent without pay where no substitute is employed 
or where the substitute receives less than the salary of the abent clerk or car- 
rier, and also on account of failure to fill vacancies immediately, or where the 
force is reduced temporarily during the dull season, when vacancies occur. The 
employees themselves, in a measure, contribute to this fund, since the absence 
of regular employees throws additional burdens on those remaining on duty. 
This fund is more than sufficient to cover the cost of pensions for the super- 
annuated emplyees among the 60,000 clerks and carriers at first and second 
class post offices. There is another source of revenue that might properly be 
used to constitute a pension fund, and that is the money turned into the Treas- 
ury each year from money orders issued and never presented for payment 

[Annual report. First Assistant Postmaster General, 191 2.1 

INJUBED AND SUPERANNUATED EMPLOYEES. 

In the Postal Service the employees rarely are able to accumulate savings, 
and the injury of an employee in the line of duty, necessitating his absence with- 
out pay, or resulting in death, is a serious hardship to his family. The Gf)vern- 
ment should take tJie lead in dealing fairly with employees who are injured 
while In the performance of duty and those who» when burdened with years and 
worn with faithful service, are forced to relinquish their positions because no 
longer able to work. 

[Annual report. First Assistant Postmaster General, 1014.] 

SUPERANNUATION. 

It Is said that the loss sustained by the Government on account of super- 
annuation aggregates many millions annually. A careful canvass of first and 
'second class post offices seems to indicate that this loss is probably less propor- 
tionately in the Postal Service than elsewhere. Alertness, dexterity, quickness 
of hand and eye, and other qualities of youth are peculiarly required for the per- 
formance of post-office work and tend of themselves to assist in reducing super- 
annuation in the service. However, superannuation is an Important problem In 
properly reorganizing the Post Office Service, and the increasing volume of 
piarcel-post traffic accentuates the need for an early and definite solution. 

Some postmasters refrain for humanitarian reasons from recommending 
demotions and removals in accordance with the declining efficiency of employees. 
The result, to some extent, is that tenure of office in the Government service does 
not now depend on the law nor on the uniform needs of the service but upon the 
varj'ing temperaments of the postmasters and their varying conceptions of their 
public duty. This condition is wrong and works injustice to the employees and 
loss to the Government. 
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Mr. Flaherty. You will see that all of these men recommended 
some system of retirement be established. And, Mr. Chairman, as 
further proof — ^if further proof be needed — ^that retirement is the 
only answer from a humanitarian standpoint and from a business 
standpoint, I would call your attention to the fact that there are a 
great many industrial institutions that have established similar 
plans to retire their superannuates; also a great many municipalities 
in so far as their police and firemen and school teachers are con- 
cerned. I read briefly : 

Armour & Co., United States Steel & Carnegie Pension Fund, In- 
ternational Harvester, San Francisco police, San Francisco firemen, 
Tacoma (Wash.) firemen, first-class cities in the State of Washing- 
ton retire thei^ police, Cleveland police and Cleveland firemen, De- 
troit police and teachers, Pittsburgh municipal, Pittsburgh police 
and firemen, Chicago & North Western Railroad; Atchison, Topeka 
& Santa Fe Eailroad ; Canadian Pacific Railroad ; Baltimore & Ohio 
Railroad; Delaware, Lackawana & Western: Grand Central; Illi- 
nois Central Railroad ; Michigan Central Railroad ; and so on, a list 
of different railroads that have found this system to be wise. 

The Chairman. Just put them in the record, if you like. 

Mr. Flaherty. All right. 

(The matter referred to is here printed in full, as follows:) 

Armour d Co. — Contributed by corporation, amount necessary to maintain 
fund at $1,000,000 ; contributed by employees, after 16 years old, 3 per cent of 
salary ; amount of pension for each year of service, 2 per cent of retiring sal- 
ary, maximum $5,000 a year; years of service, 20 continuous; age, men may 
retire at 57 to 60, must at 65, and women may at 50. 

United States Steel and Carnegie pension fund. — Contributed by corporation, 
necessary amount to pay claims ; contributed by employee, nothing ; amount of 
pension, for each year of service 1 per cent of average salary for last 10 years, 
minimum $12 per month, maximum $100 per month ; years of service, 20 con- 
tinuous i age, men may retire at 60 and must at 70, women may at 50 and must 
at 60. 

International Harvester. — Contributed by corporation, necessary amount ; con- 
tributed by employee, nothing; amount of pension, for each year of service 1 
per cent of average salary for last 10 years, minimum $21, maximum $100 per 
month; years of service, 20 continuous; age, men may retire at 65 and must 
at 70, women may at 50 and must at 60. 

San Francisco police. — Contributed by corporation, certain moneys and suffi- 
cient tax to meet payment ; contributed by employees, $2 per month ; amount of 
pension, one-half monthly salary of rank held for last three years; years of 
service, 20 ; age, 65 years if incapacitated. 

San Francisco firemen. — Contributed by corporation, tax levy for necessary 
amount ; contributed by employee, nothing ; amount of pension, one-half monthly 
salary of rank held for last three years ; years of service, 20 when 55, 25 when 
any age. 

Tacoina (Wash.) firemen. — Contributed by corporation, tax levy of one-half 
of 1 mill ; contributed by employee, 1^ per cent of salary ; amount of pension, 
one-half of salary for last year ; years of service, 20 ; age, 55. 

First-class cities. State of WasMngton, police. — Contributed l)y corporation, 
certain stated moneys ; contributed by employee, 1^ per cent of salary ; amount 
of pension, one-half of salary for last year ; years of service, 20 ; age, 60. 

Cleveland police. — ^Contributed by corporation, certain moneys and tax of not 
more than three-tenths of a mill on each dollar on all real and personal prop- 
erty; contributed by employee, $0.50 to $1.25 per month, according to rank; 
amount of pension, minimum $63.25, maximum $125 per month, acconling to 
rank ; years of service, 25 continuous. 

Cleveland firemen, — Oontributed by corporation, certain moneys and tax of 
not more than three-tenths of a mill on each dollar of all real and personal 
property; amount of pension, eleven-sixteenths of retiring salary; years of 
service, 25 continuous. 
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Detroit police. — Contributed by coi-poration, tax levy for necessary amount; 
amount of pension, $50 per month; years of service, 25 if permanently inca- 
pacitated. 

Detroit teac/ier*.— Contributed by corporation, interest on moneys for salaries, 
certain other sums and any appropriation by board; contributed by employee, 
1 per cent to 3 per cent of annual salary ; amount of pension, maximum $250 
per year; years of service, 25 in Detroit public schools, or 20 in Detroit plus 10 
in other public schools. 

Pittsburgh municipal. — Contributed by corporation, an act passed in 1913 
enables city to establish a pension fund by appropriation, by deduction from 
salary or by both methods ; contributed by employee, optional membership, fee 
and dues from 50 cents to 3 per cent of salary to $200. After being pensioned 
pay one-half of former dues ; amount of pension, one-half of average salary for 
last 5 years, maximum $100 per month ; years of service, 20 ; age, 55. 

Pittsburgh police and firemen, — Contributed by corporation, $50 a year for 
each employee. 

Chicago & North Western Railroad. — Contributed by corporation, maximum 
$200,000 ; contributed by employees, nothing ; amount of pension, for each year 
of service 1 per cent of average salary for last 10 years, minimum $12 per 
month ; years of service, 20 ; age, 70. 

Atchison^ Topeka d Santa Fe Railroad. — Contributed by corporation, amount 
necessary; contributed by employee, nothing; amount of pension, minimum $20 
per month, maximum $75 per month ; years of service, 15 ; age, 65. 

Canadian Pacific Railroad. — Contributed by corporation, amount necessary; 
contributed by employee, nothing ; amount of pension, minimum $20 per month ; 
years of service, 10 ; age, 65. 

Baltimore & Ohio Railroad. — Contributed by corporation, amount necessary; 
contributed by employee, nothing; amount of pension, minimum $6.25 per 
month ; years of service, 10 to 20 years ; age, 65. 

Delaware, Lackawanna d Western Railroad. — Contributed by corporation, 
amount necessary; contributed by employee, nothing; amount of pension, for 
each year of service 1 per cent of average salary for last 10 years; years of 
service, 25 ; age, 70. 

Grand Trunk Railroad. — Contributed by corporation, amount necessary ; con- 
tributed by employee, nothing; amount of pension, for each year of service 
1 per cent of highest average pay during any 10 consecutive years; years of 
service, 15 ; age, 65. 

Illinois Central Railroad. — Contributed by corporation, amount necessary; 
contributed by employee, nothing; amount of pension, minimum for each year 
of service 1 per cent of average salary for last 10 years; years of service, 10; 
age, 70. 

Michigan Central Railroad. — Contributed by corporation, amount necessary; 
contributed by employee, nothing; amount of pension, minimum $5 per month, 
maximum $250 per month ; years of service, 10 ; age, 70. 

Minneapolis, St. Paul d Sault Ste. Marie Railroad. — Contributed by corpora- 
tion, amount necessary; contributed by employee, nothing; amount of pension, 
minimum $15 per month ; years of service, 15 ;age, 65. 

New York, Chicago d St. Louis Railroad. — Contributed by corporation, amount 
necessary ; contributed by employee, nothing ; amount of pension, for each year 
of service 1 per cent of average salary for last 10 years, minimum $5 per 
month, maximum $200 per month ; years of service, 10 ; age, 70. 

Chicago J Rock Island d Pacific Railroad. — Contributed by corporation, amount 
necessary ; contributed by employee, nothing ; amount of pension, for each year 
of service 1 per cent of average salary for last 10 years, minimum $20 per 
month ; years of service, 20 ; age, 70. 

Mr. Flaherty. I would say in passing that Great Britain — in fact, 
every nation except Turkey and the United States— has established 
in some way a retirement system. In Great Britain they have 
worked it out in p-eat detail and have evolved a fairly satisfactory 
plan, and for the information of the committee I will insert it in the 
record. This exhibit of facts will be of interest to you. 

The Chairman. Very well. 
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(The matter referred to above is here printed in full, as foUows:) 

Mr. Flahebty. I want to submit for the Information of the committee some 
of the more Important features of the Brlt!sh retirement pension system. The 
British civil-service retirement provision dates from the passing of an act to 
alter, amend, and consolidate laws for regulating the pensions, compensations, 
and allowances to be made to persons in respect of their having held civil 
offices in His Majesty's service. This was on the 25th day of July, 1834, in the 
fourth and fifth years of the reign of K!ng William the Fourth. Apart from 
this being the first instance of an established retirement system for the British 
civil service, there are two other points worthy of attention, first, the method 
of calculating pensions, which was one-twelfth of salary according to the length 
of service. Thus for an officer, clerk, or person who has served 10 years 
and upward, and under 17 years, any annual allowance not exceeding in amount 
three-twelfths of the salary and emoluments of his office, and so on, until the 
maximum of 45 years and upward, not exceeding eighth-twelfths of such salary 
and emoluments. The other point is that the context shows that the fii^ 
retirement scheme was a contributory one, and all abatement from salaries Hurt 
emoluments be*ng made from salaries and emoluments not exceeding the annual 
sum of £100, and abatement after the rate of £2 10s. per cent ; and from salaries 
and emoluments exceeding £100, £5 per cent. 

In 1859, in the twenty-second year of the reign of Queen Victoria, an amend- 
in gact was passed which practically repealed the whole of the act of 1834. 
This latter act abolished the contributory plan, which had been open to grave 
object 'ons, both from the staff and from an administrative point of view, be- 
sides being incompatible with the dignity of the national department. It fur- 
ther laid down the pension scale which remained in force unt'l the year 1909. 
The act of 1859 laid it down that pensions should be calculated on sixtieths 
of the annual salary and emoluments multiplied by years of service for every 
officer, with 10 years' service and upward to a maximum of 40 years, both when 
the annual allowance of forty-sixtieths may be granted. Further provision 
was made for officers compelled to leave the service either on account of bodily 
injury or from intirmity of mind or bo<ly before the cmpletion of the period 
wh'ch would entitle him to a retirement allowance. 

In the case of severe bodily injury occasioned while in discharge of Ws 
public duty, a gratuity — that is, a lump sum — not exceeding three months' pay 
for every two years of service, or a ret'.rement allowance not exceeding the 
annual salary and emoluments of his office. In the case of physical or mental 
breakdown " such sum of money by way of gratuity as the commissioners of 
the treasury may think proper, but so as that no such gratuity shall exceed the 
amount of one month's pay for each year of service." 

Provision was also made for such cases as abolit'on of office when allow- 
ance up to two-thirds of the salary and emoluments of the office could be 
granted. Other acts were passed, such as the pensions commutation acts of 
1869, 1870, and 1871 ; also those of 1887 and 1892, which had reference to em- 
ployment under Government of India, but the 1859 act held the field until the 
passing of the superannuation act of 1909. 

The act of 1859 swept aside the contributory scheme of pensions, so far as 
the British civil service was concerned, and introduced the straight pension. 

As to the line the American civil service should pursue in furtherance of its 
aims, Mr. Charles G. Ammon, from whose article I gathered the statistics and 
information I am giving you in reference to the British retirement system, 
suggests first that it was considered beneath the dignity of the national de- 
partment that its servants should directly conribute toward the remunera- 
tion of the offices. 

About 1890 certain mutterings arose within the British civil service as to the 
hardship infiicted upon the dependents of officers dying in harness; that is, 
while still in the employ of the nation and without having been placed on 
pension or gratuity — ^who were left without any means of support other than 
might have been provided by the deceased officer through insurance or other 
means of thrift. The contention advanced was that even a nation did not 
give employment out of philanthropy, but were more or less guided by the 
higgling of the market and economic conditions; therefore, all gratuities and 
retirement allowances were part of the emoluments of office and, in the event 
of the demise of an officer should by right fall to the next of kin. Conse- 
quently by the year 1896 the mutterings grew to so strong a volume that a 
conference of civil servants of all ranks was convened and a committee 
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inaugurated which was afterwards known as the deferred-pay committee, which 
had for its object the securing of some system of payment or pension of the 
next of kin of officers dying in harness and to secure tlie necessary alteration 
in the existing acts. After a strenuous and persistent agitation, in which they 
were assisted by one or two sympathetic members of Parliament, the deferred- 
pay committee won recognition of the principle, and the superannuation act of 
1909 was placed on the statute books and is now in force. 

The act of 1909 amended, in the first instance, that of 1859 in that future 
pensions should be collected on eighths instead of sixteenths. As a set-off 
against the reduction in pension provision was made for the next of kin and 
by way of compensation to the officer himself, so that any civil servant who 
retires after having served for more than two years owing to infirmity of mind 
or body may become entitled to a lump sum equal to one-thirtieth of the 
annual salary or emoluments of his office multiplied by the number of com- 
pleted years of service, provided that such allowance shall in no case exceed 
one and-one half times the amount of such salary and emoluments. Should 
any civil servant die after he has sers^ed five years or upward while still em- 
ployed in the service, a grant equal to the annual salary and emoluments is 
granted to his legal representative. In the event of an officer retiring from 
the service and entitled to retirement benefits, he is granted, in addition to the 
ordinary pension allowance, a lump sum of not less than the annual salary and 
emoluments of his office. 

Civil servants in the employ of the state prior to the passing of the act of 
1909 were allowed the option to remain under that of 1859 or to elect to come 
under the new provisions. That over 90 per cent immediately chose the latter 
is the best evidence of its popularity, particularly when it is remembered that 
from the remaining 10 per cent should be deducted those who were medically 
disqualified from coming under the new act. 

In addition to those in the service prior to 1909, an additional allowance, 
payable on retirement, of one-half per cent of every completed year of service 
prior to the passing of the act is granted. 

An assured retirement scheme, based upon general lines and graduated ac- 
cording to years of service, offers security of tenure to the employees, and by 
removing from the minds of the employees all anxiety as to the features so 
long as duties are discharged with faithfulness and efficiency, secures the whole- 
hearted application to duty. 

Further, men enter the civil service with the intention to make it a life 
career and so devote all the application and intelligence both to carve out a 
career for themselves and to give to the nation the best of their energy and 
intelligence. 

It can safely be claimed that since the establishment of the system of super- 
annuation the British civil service has never looked back but has gone steadily 
forward until it now occupies a position that may challenge comparison with 
any in the world. 

Experience shows that men are prepared to give their best In service to the 
<!ommunity, and such can only be rendered when they are free from the 
anxieties that obtain in the competitive world. By its very nature the work of 
the nation and of the state demands continuity and application, and this can 
not be if the best and most energetic and most enterprising are looking out for 
a jumping-off place in their own interests. 

Mr. Flaherty. Mr. Charles G. Ammon, president of the London Sorting 
Clerk's Association, after recently touring this country and examining closely 
the workings of our Postal Service, declared we were many years behind the 
British service In our treatment of the employees, noticeably In thje absence of 
any retirement measure. Mr. Ammon briefly describes the British system as 
follows [reading] : 

"A tuberculosis sanatorium is provided by the department, where an employee 
can receive treatment free of charge and his salary paid to his family. Wlien 
an employee dies one year's salary Is paid to his family, or if he becomes in- 
capacitated either by sickness or accident he is retired on a certain percentage 
of his salary. At 60 years of age, or after 40 years* service, an employee Is 
entitled to retire upon two-thirds of his annual salary. 

" Whether he retires from sickness or is superannuated, one year's salary is 
paid him in a lump sum, in addition to the regular monthly payments." 

Mr. Flahertt. The House Post OflSce Committee in the Sixty- 
fourth Congress recommended the passage of what is known as the 
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Griffin-Penrose indefinite leave of absence bill. It was reported to the 
House, but died on the calendar when the Sixty-fourth Congress 
went out automatically on the 4th of March last. In its report to 
the House the committee made, I think, an excellent argument for 
retirement. Let me read what the committee quoted from President 
Taft (reading) : 

The present practice of retaining sucli superannuated employees on the roll 
and, as they grow older, expecting from them a small quantity and lower grade 
of work, can not continue indefinitely without seriously impairing the efficiency 
of the entire service and imposing upon the Government a cost that will be 
in excess of the expense to be incurred by the adoption of a reasonable plan for 
remedying these conditions. 

That is what President Taft said. 

Reading further from this report (reading) : 

Massachusetts has taken the most advanced steps in caring for superannuated 
employees. In almost every branch of the State service noncontributory an- 
nuities are paid superannuated employees, and the same is true of municipal 
employees In that State. In Boston, for Instance, laborers in the highway 
department are pensioned after 30 years of service. 

Again (continuing reading) : 

In Detroit, for instance, over 100 postal employees are stated to have re- 
signed within three months because employment with better opportunities was 
offered them. 

In that connection I think that is one of the most cogent argu- 
ments for enacting some system of retirement. It will prevent this 
enormous turnover that takes place in the Postal Service every year. 
Young men entering it find the possibilities for promotion are not 
bright, that eventually they will have to face either demotion or 
dismissal. And as they find nothing in the service to make it a 
life work they leave. The Post Office News, published in Phila- 
delphia — and I may say that every large office in the country g3ts 
out a similar bulletin, weekly — ^but in this, under date of May 31, 
you will find 13 resignations of clerks, subclerks, and subcarriers, and 
m the June number you will find the names of 18 subclerks and sub- 
carriers, as well as regular clerks and carriers, who have quit the 
service. 

I think that inasmuch as we maintain our Civil Service Commis- 
sion to recruit efficient men for the service, inasmuch as our civil 
service imposes an educational qualification, as well as a character 
qualification, and that the machinery is expensive, it is certainly an 
economic waste to invite these young men into the service, have them 
stay a few days or months or possibly a year, and then get out be- 
cause they secure some more lucrative employment elsewhere. 

I would invite your attention, Mr. Chairman, to the tables which 
you will find in the Pomerene hearing, showing principal provisions 
of private pension systems of 50 representative industrial concerns 
in the United States. I do not think it is wise to burden this record 
with that, because it is in the Pomerene hearing. This [indicating] 
is also in the Pomerene hearing. Its principal feature is the civil- 
service retirement of representative countries, and it shows the sys- 
tem that is in existence in Germany, France, Belgium, Argentina, 
Australia, New Zealand, Canada, Austria, Great Britain, and other 
countries. It contains a wealth of information to anyone who wants 
to give this subject some consideration. 
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I sincerely hope and trust, aside from any humanitarian stand- 
point, that you and your colleagues will have the preservation of the 
civil service as an institution in mind and give this subject some 
thought, some consideration, and see if you can not, if not at this 
special session, at least when the regular session of Congress con- 
venes in December, report out some system whereby these aged, 
superannuated workers can be retired on a service annuity. 

I think now, Mr. Chairman, in view of the fact that there are quite 
8 number of other witnesses, and I have covered the principal points 
I had in mind, that I will cease. But there may be an insert here and 
there that I would like to put in the record. 

The Chairman. That will be all right. We are obliged to you, sir. 

Mr. Flaherty. I thank you. 

(The inserts referred to above are here printed in full, as follows:) 

[House Post Office Committee, Apr. 7, 1916.1 

Service annuity or retirement legislation Is the only equable solution that is 
fair to the employee and the employer. Let us see if it is fair to the employer, 
the Government, to single out one class for this legislation that properly and 
rightfully, In my opinion, to every wage earner who had contributed to the 
development, progress, and wealth of the Nation, and who in his declining 
years, through no fault of his own, was in need of monetary aid. 

Take the post-ofRce clerk, a distributer in a large office, and examine this 
question from his viewpoint. This distributor must of necessity devote most 
of his time to memorizing the ever-changing post-office schemes. To be expert 
in his Government work this employee must study after office hours to the 
exclusion of everything else. And the knowledge he Is acquiring year after 
year is valueless to any other employer. This distributor can't sell his knowl- 
edge to some competing post office; neither can he establish an office of his 
own. No ; his years of experience and study can not be capitalized. He must 
sell his knowledge to the Government. The years spent in memorizing post- 
office schemes, he find^ out when too late, have unfitted him for other vocations. 
Though possessing a bewildering number of facts, he finds these facts are not 
an asset in the business or commercial world. He is a post-office distributor; 
he can be nothing else because of that. 

Meanwhile he finds his maximum salary of $1,200 is dwindling under the 
rapidly soaring cost of necessities. He must live a great distance from his 
work because post offices in large cities are in the business or commercial dis- 
tricts where rentals are beyond a clerk's income. His time is spent in scheme 
study, his lengthy trip to and from work make his day, even with an eight-hour 
limit, much longer than that of the average wage earner. If he is a man of 
family, and if there is sickness in his family, then the lot of this clerk is not 
an enviable one. And, remember, he is what the clerks term a high-salaried 
man. If he is a substitute clerk, or if he is but newly appointed, getting $66 
a month, then his predicament is much worse. 

A case like this is by no means exceptional. Rather it is typical. Such cases 
rarely ever attract public attention, however, because there is one thing that 
must be said of a Government job, it Is a good medium for borrowing money. 

The Government clerk can get unlimited credit; the various tradesmen are 
overobliging. This creates the erroneous impression that the clerk, on his 
princely salary, is able to live in a manner beyond the means of the artisan, 
whereas, in most instances, he Is heavily involved in debt in trying to keep up 
appearances in his rOle of a representative of the greatest Government on earth. 

If the salaries paid to postal employees permit of no saving for old age, if 
the work exacted of them unfiti^ them for occupation elsewhere, then it is 
necessary for some system to be evolved to take care of those who have given 
the best years of their lives to the service, reaching an improvident old age 
despite the strictest vigilance to economize. This system, in my opinion, should 
take the form of contributions by the employees, provided a revision of salaries 
is first effected. The present salaries, in justice to the employees, should not 
be curtailed in the least. 
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The First Assistant Postmaster General, in his report for 1912, says : 

" In the Postal Service the employees rarely are able to accumulate savings, 
and the injury of ai^ employee in the line of duty, necessitating his absence 
without pay or resulting in death, is a serious hardship to h's family. The Gov- 
ernment should take the lead in dealing fairly with employees who are injured 
while in the performance of duty, and those who, when burdened with years 
and worn with faithful service, are forced to relinquish their position because 
no longer able to work." 

The benefit of retirement for superannuation has been recognized in other 
countries, as well as by many private corporations in this country. Great 
Britain has had superannuation laws for its civil service since 1834. At first 
the contributory system was used, but this proved so unsatisfactory that it 
was abolished in 1859. Since 1859 Great Brlta'n has paid to her superannuated 
postal employees straight pensions running from one-sixth of their salary 
for 10 years' service to two-thirds of their salary for 40 years' service. Since 
1909, in addition to a pension, a gratuity is granted in a lump sum equal to 
one-thirtieth of their annual salary multiplied by the number of completed 
years served, not to exceed one and a half times a year's salary. The estimated 
cost for 1909-10 for pensions and gratuities of the post-ofllce service In Great 
Britain was £649,080. Among other foreign Governments providing for retire- 
ment on annuities of their civil servants are Austria, Belgium, Denmark, 
France, Germany, Australia, Cape Colony, the Netherlands, Norway, Portugal, 
and Russ'a. Since 1904 Argentina has had a general civil-employees pension 
system. 

In the United States retirement allowances are made to Federal judges, the 
employees of the Army, Navy, Marine Corps, the Life-Saving Service, and the 
Revenue-Cutter Service. In the case of enlisted men in the Army after 30 
years of service an annuity is paid of approximately $67 a month. 

Possibly more nearly In line with the proposed retirement plan are the pen- 
sions provided for the police and firemen in our municipalities. Earh of the 
18 cities of this country having more than 300,000 Inhabitants has a pension 
fund for police, firemen, and teachers. Of the 37 cities between 100,000 and 
300,000 population, all but 1 pension polu-enien and all but 2 pension firemen. 
Of the 174 cities with a population of between 25,000 and 100,000, 108 pension 
either police or firemen or both. There is no uniformity, however, regarding 
these pensions. For example, of the 18 largest cities, 9 do not stipulate the 
minimum age of retirement. In others It ranges from 50 to 65 years; there- 
quired length of service ranges from 20 to 25 years. Some of the cities require 
contribution to the pension fund from the employees. Others do not. The 
amount of the pension allowed also varies, but in most cases is half the salary 
at retirement, although there are cases where two-thirds of the acti^'e salary is 
paid. In 13 of the 18 largest cities the firemen's pension is fixed at half the 
final salary. 

Massachusetts has taken the most advanced steps in caring for her super- 
annuated employees. In almost every branch of the State service uoncon- 
trlbutary annuities are paid superannuate employees, and the same is true of 
municipal employees In that State. In Boston, for instance, laborers in the 
highway department are pensioned after 30 years of service. 

Nineteen States have enacted either optional or compulsory retirement laws 
for teachers. 

Your committee Is of the opinion that one of the beneficial effects of the 
passage of this bill will be the keeping in the Postal Service of many young 
men, the pick of the service, who now resign to seek more remunerative employ- 
ment. In Detroit, for instance, over 100 postal employees are stated to have 
resigned within three months because employment with better opportunities 
was offered them. These were the younger men with more years of usefulness 
ahead of them. The older men remain in the service, for the Postal Service 
does not train the Individual for work with other corporations, as the Govern- 
ment has a monopoly of the post office and there is no other similar work. So 
that the employee who stays in the service beyond a certain age reaches the 
state where the private corporation will not undertake to train him for their 
work, as the number of years lessen that they may expect maximum service 
from him after he is trained. The going out of the service of the younger men 
after they have been trained works to the great detriment of the service. 
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[Extract from statement of Thomas F. Flaherty before House Committee on Reform In 

the Civil Service.] 

That the civil-service clerk is a most necessary part of the governmental 
machinery will be attested to by any departmental chief. The wheels of the 
great national institution keep turning in much the same fashion regardless 
of which political party is In the ascendancy. An election, with all its noise 
and clamor, does not disturb but slightly the actual work of the Government. 
Call it routine, if you will, it is nevertheless an essential, important work. 

It has been truly and aptly said that the Government in its conduct of the 
civil service keeps the front door locked and the rear door wide open. Entrance 
into the service is difficult. It is only gained by successfully passing the closest 
scrutiny as to mental qualifications, character, and general fitness. Once in, 
however, and the applicant is given free rein to escape. He may be signally 
qualified for an exacting duty, his retention may be desirable from an economic 
viewT)oint, still no particular inducement is made to him to make the service his 
life's work. He finds the exit wide open. Thus the most efficient, material that 
comes into the service filters through it, because outside attractions are greater 
and more promising. From a business standpoint this is wrong. If Govern- 
ment work requires skilled intelligence, experienced, trained, expert workers, 
then it is an economic waste not to attract and hold this class of employees. 
It is a mistaken policy to cheapen the Government service so that it is not a 
magnet for the best brains of the Nation. 

That many Congressmen look askance at this proposition to retire Govern- 
ment workers is to be expected. Every new idea must fight down the opposition 
and the prejudice of those who oppose it. It took 100 years of agitation in 
England to overcome the opposition to the public-school system. 

In 1829 — 87 years ago — some public-spirited citizens of Philadelphia, the City 
of Brotherly Love, attempted to organize a meeting to promote the idea of free 
public schools, to be supported by general taxation. They were set upon by the 
police, beaten, and thrown into jail. They were denounced as undesirables and 
anarchists. 

Property owners said it was confiscation to tax one man's property to educate 
another man's children. They said it would pauperize parents to educate their 
children at public expense. 

People who opposed free public schools said that if parents who were poor 
were relieved of paying for the schooling of their children these parents would 
become lazy and shiftless. 

Last year in the United States over $750,000,000, raised by general taxation, 
was spent on free public schools, and the taxpayers were proud of the record. 

In 1911 Illinois enacted the first mothers* pension law. Since then 27 States 
have jgnacted laws of this nature. The entire tendency of our times is to take 
care of the man who has given by his work some contribution to society. 

We need to make our Government service something better than a recruiting 
station for outside vocations. At the present time you can go through any of 
the departments here in Washington and you will find that the most energetic, 
the high-strung, the ambitious young fellows are studying law or dentistry or 
medicine on the outside, with a view to going out into a more lucrative vocation 
and engaging in that as their life's work. 

We ought to make our civil service so attractive that it would attract and 
hold the very best class of our citizens. 

[Editorial of the New York Evening Journal, Apr. 6, 1016.] 

AN OLD HOBSE AND AN OLD MAN — ^A 8ELF-BESPECTINQ FABMEB TAKES CASE OF THE 
OLD HOBSE — THE RICHEST GOVERNMENT IN THE WORLD TURNS THE OLD MAN OUT 

TO STARVE 

[Copyright, 1916, Star Co.] 

At the top of this page are printed photographs of five men, each of whom 
has served the United States as a letter carrier for about 50 years. We print 
their pictures, not to make any especial appeal on their behalf — for not one of 
them asks It. 

The photographs are printed to show you what type of men give their lives 
to the Government and to the public — earnest, high class, self-respecting men. 
worthy of respect and of gratitude. 
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When a farmer has worked a horse for 20 years he gives that horse pastun; 
for the rest of his life. 

He does not turn the horse out on the roadside — ^the neighbors would not 
tolerate it. 

When the Government of the United States has worked a man for 50 years. 
that Government, the richest in the world, ought not to turn that man out on 
the roadside, as our Government does. 

It is your money that will be spent to pension these faithful workers. 

There is no charity, nothing but plain justice in a fair pension system. 

And remember that in such a system there is no extravagance; on the con- 
trary, there is economy. 

When a man has worked a half century and can work no longer, he must 
still live. 

Please believe that it is better for the country and cheaper for the Govern- 
ment and the taxpayers to give such a man a fair i)ension than to turn him 
adrift. 

You can keep an old man in self-respect on a pension much more cheaply 
than the grafters will keep him in a poorhouse. 

By treating old and faithful workers honestly and fairly you encourage the 
better class of young men to enter the Government service, and that service is 
your service. 

Look at the faces on this page, a few of the men in one city who have served 
faithfully for so long. 

Think of your own father as you look at these faces and use your influence 
with your Congressman to get Justice for honest work. 

The following resolution was adopted unanimously by the National Civic 
Federation at their annual meeting, held in the New Willard Hotel, January 
17, 1916, at Washington, D. O. : 

Whereas every other civilized country has provided a system of retirement 
allowances for its superannuated and otherwise disabled employees; and 

Whereas a thorough investigation of the subject of pension systems has been 
made by the pension department of the National Civic Federation ; and 

Whereas this investigation has clearly demonstrated that a retirement system 
with suitable pensions is the most practical solution of the superannuated 
problem and is in the interest both of economy and efficiency : Therefore l)e it 
Resolved, That the National Civic Federation in annual meeting assembled 

at the Willard Hotel, January 17, 1916, declares itself in favor of the immediate 

establishment of an equitable retirement system for Federal employees urging 

upon Congress the enactment of such legislation at the present session ; and I)e 

it further 
Resolved, That copies of this resolution be sent to the President of the United 

States, the members of the Cabinet, to each Senator and Member of the House 

of Representatives. 

Amebican Federation of Labor, 
Washington, D. 0., April 22, 1916. 

Mr. Thomas F. Flaherty, 

Secretary-Treasurer National Federation of Post Office Clerks, 

Washington, D, C. 

Dear Sir and Brother : In reply to your recent inquiry as to my opinion upon 
House bill 10130, which is a bill to retire postal employees on annuity, permit 
me to say that for years the American Federation of Labor has been officially 
on record in favor of the principle of old-age pensions for civil-service em- 
ployees. The United States is one of the few civilized countries that has not 
established retirement provisions for superannuated Government employees. 
Years ago the A. F. of L. officially indorsed the principle upon which such a 
system is based and has endeavored to further the efforts of Federal employees 
to secure favorable action by Congress upon legislation for this purpose. 

Old-age annuities are in accord with sound business principles as well as prin- 
ciples of Justice and humanity. Under present conditions It Is frankly acknowl- 
edged that employees are retained in the service even after their usefulness has 
become greatly impaired because a decent regard for humanity makes it impos- 
sible for our National Government to dismiss without further means for sub- 
sistence those who have given a life's service to the service. 

It is far more economical and more humane to retire superannuated employeei 
on pension and to have for Government work the service of vigorous, capable. 
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employees In the full vigor of usefulness. Under such a plan more work and 
better work can be accomplished probably without increased expenditure. But 
regardless of whether the costs of Government service be increased or not, old- 
age pensions for Government employees ought to be established. Relative costs 
must not be the determining standards for the adoption of policies for our 
Republic. The maintenance of principles of human welfare is what is of para- 
mount importance. 

The A. F. of L. is in favor of the principle upon which H. R. 10130 is based. 
Fraternally, yours, 

Saml. Gompebs, 
President Amerwan Federation of Labor. 

Mr. Alcorn. The next gentleman to be heard on the subject will 
be Mr. John S. Beach, chairman of the committee on retirement of 
the Federal Employees' Union, No. 14632. 

The Chairman. Proceed, Mr. Beach. 

STATEMENT OF MB. JOHN S. BEACH, CHAIBMAN OF THE COM- 
MITTEE ON BETIBEMENT OF FEDEBAL EMPLOYEES' UNION, 
NO. 14632. 

Mr. Beach. Mr. Chairman, anticipating that a great many of the 
Government employees will wish to be heard at this time, I have pre- 

?>ared a statement in order that I may place my views concretely be- 
ore the committee, and will ask to have it go in the record. 
The Chairman. Yes. 
(The statement of Mr. Beach is here printed in full as follows:) 

That Congi'ess should enact an equitable retirement law has been so often 
reiterated as to become a maxim. The need for such legislation was first 
brought to the attention of Congress more than 30 years ago, and bills have 
been repeatedly introduced in Congress since. In 1912 President Taft gave 
his unqualified approval to a retirement plan. Heads of departments and 
chiefs of bureaus have incorporated in their annual reports from year to year 
recommendations for a retirement law. The Democratic Party in 1916 inserted 
a plank in its national platform recommending the passage of a retirement 
law ; and, in their last annual reports, the Secretary of the Treasury, the Secre- 
tary of War, the Secretary of Commerce, and the Secretary of Labor, and other 
department officials strongly urged retirement legislation. Hearings have been 
held by committees in Congress, facts and figures have been marshaled in sup- 
ix>rt of various plans, and a great mass of matter has been contributed by 
students of the subject. Senator Pomerene, in submitting a report from the 
Committee on Civil Service and Retrenchment, on February 13, 1917, stated, 
" Present conditions in the civil service, due in large part to superannuation, 
have become almost intolerable, and each year they are growing worse." It 
would, therefore, appear that the time has arrived for definite action, that a 
concrete plan should be determined upon, and that a retirement law should be 
enacted at an early date. 

There are but three types of system to be considered vviien the retirement 
question is under discussion ; trie wholly contributory system, through which 
the employee is required to contribute the entire amount for the purchase of 
his own annuity ; the noncontributory system, through whicli the Croveriuuent 
pays the whole amount of pension or annuity ; and the partly cotributory sys- 
tem, in which the employee and the Government share jointly in the cost of 
maintenance. The most advanced thought upon this subject is now practically 
unanimous in favor of the partly contributory system. These various systems 
are very ably discussed in a monograph recently published by Mr. Paul Studensky 
of the Bureau of Municipal Research of New York City. 

In view of the fact that so much statistical and ethical matter has been 
printed on the subject of retirement I shall not, in the time alloted me, under- 
take to cover that ground, but I desire to address the committee in support of 
the partly contributory plan embodied in the bill introduced by Senator 
Wadsworth April 4, 1917, (S. 281) and referred to this committee. This bill 

1777—17 7 
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is indorsed by the organization of wlilcli I am a member. Mr. Ryan of the 
Bureau of Education, who will follow me, has made a stu(^ of retirement 
systems in operation in foreign countries and in States and municipalities, 
and has some very interesting matter to contribute to this subject. 

In May, 1916, the Committee on Civil Service and Retrenchment held hear- 
ings on the Pomerene bill (S. 3079), which proposed to establish a wholly 
contributory system for retirement, and at the same time hearings on the 
Ashurst bill (S. 5673), which was designed to establish a noncontributory 
system. So far as I am advised the committee has not heretofore had under 
consideration a system similar to the one embodied in the Wadsworth bill. 

In the consideration of any retirement system there are three vital factors 
which concern the employee and the Goverrmient alike, and which must be con- 
sidered in their relationship one to the other: 

First, the age fixed for retirement and whether retirement at any sj>ecified 
age shall be optional or compulsory. 

Second, the maximum and minimum amount of annuity fixed in the plan 
and the conditions under which the same shall be paid. 

Third, assuming that the noncontributory plan is no longer tenable, the 
amount of contribution re^iuired from the employee and the cost to the Govern- 
ment to establish and maintain an equitable system. 

The plan for retirement at certain specified ages as outlined in the first section 
of the Wadsworth bill is entirely new and has not heretofore been incorporated 
in any other retirement bill. It provides that eligibility for retirement shall be 
fixed at 70 years during the first year of operation, at 69 years during the second 
year, 68 years during the third year, and so on until 65 years becomes the mini- 
mum age for optional retirement. As provided in section 7, an employee may be 
continued in the service beyond the retirement age for stated periods at the dis- 
cretion of the head of the department or bureau. After the law has been in full 
force and effect for a period of 10 years, however, retirement becomes compul- 
sory at 70 and optional at any time between 65 and 70. 

Compulsory retirement at 70 is defended for the reason that in a very large 
percentage of cases the maximum of efficiency has been reached and passed be- 
fore that age, and after that time superannuation in all the term implies be- 
comes more acute each year. Optional retirement at 65 is a necessary corollary 
to a wholly contributory or partly contributory system. If an employee haa 
been contributing for a period of 25, 30, 35, or 40 years it would appear to be an 
act of justice and equity that he should be given the option of retiring at an age 
when he may yet have several years in which to enjoy the fruits of his labors. 
How many employees will avail themselves of this privilege is a problem which 
experience only will solve. I find that many employees who have reached the 
retirement age and are still in receipt of a good salary do not wish to retire, 
particularly on a comparatively small annuity such as provided in the Wads- 
worth bill. On the other hand, employees still in middle life are looking for- 
ward with great anticipation to the enactment of a retirement law and couple 
this anticipation with the hope that they may not be compelled to remain in the 
service until they are 70 years of age. 

In the event that a considerable percentage of those who may become eligible 
for retirement between 65 and 70 avail themselves of the privilege to retire, the 
Government would still be the beneficiary, for we can well imagine a strong, 
virile civil service made up of employees less than 65 years of age. In this con- 
nection I desire to recommend very strongly to this committee a change in the 
civil-service regulations which, following the passage of a retirement law, will 
fix the maximum age for entrance to clerical positions in the classified civil 
service at 35 years. Thus the Government would secure to itself at least 30 
years of service before the employee would be eligible for retirement and at a 
period in the life of the employee when he would be most capable of rendering 
efficient service. 

Having in mind the scant consideration which other bills providing a scale 
for large annuities have received in Congress, and rather than to try to attain 
the impracticable and the impossible, the organization which I represent decided 
to Indorse a schedule of annuities which would appeal to Congress as being fair 
both for the Individual employee and for the Government. 

The schedule of annuities provided In the Wadsworth bill fixes a maximum 
of $600 per annum for those who have been 30 years or more in the service, and 
other annuities graduated both In relation to the number of years in the service 
and the average salary, pay, or compensation received during the last 10 years 
of service. 
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It can not truthfully be said that the employees are unanimously in favor 
of this scheduJte. Probably no other phase' of the retirement question causes 
so much difference of opinion as the amount of annuity to be paid the retired 
employee. This is quite natural.* The employee who is in receipt of a good 
salary, say $2,000 or more, does not regard with favor a plan which will 
compel him to retire on an annuity of $600 or less. The large mass of em- 
ployees, however, are included in the classes in which salaries range from 
$720 to $1,400 per annum, and such employees are more enthusiastically in 
favor of annuities as provided in the Wadsworth bill. 

As a test case, in March, 1917, I compiled statistics concerning employees in 
the Bureau of Pensions who would be eligible for retirement on July 1, 1917, 
under the provisions of the Wadsworth bill if enacted before that time. It 
was found that if all should live until July 1, 197 would be eligible for retire- 
ment. Of this number exactly 100, or nearly 51 per cent, would receive the 
maximum annuity of $600; that the lowest annuity would be $180; and the 
average for all annuitants would be $509.40. It is believed that the average 
annuity under this bill for the classified service, as a whole, will be about 
$500 per annum, I am frank in stating, as my personal opinion, that such 
annuities are fair to the employee and that they will afford a great measure of 
relief to those who must sooner or later be compelled to retire from the service ; 
also that the Government should not, in justice and in equity, enact a retire- 
ment law providing a lower schedule of annuities, particularly under a partly 
contributory system. 

The following Is a sample table of annuities : 



Average salary, pay, or compensation. 



SlfStX) or more 

11,000 

$1,400 

$1,300 

1000 

1800 

$700 

iooo 



aass A, 


aassB, 


Class C, 


30 years, 


25 years, 


20 years, 


50 per 


40 per 


30 per 


cent. 


cent. 

• 


cent. 


S0OO 


1540 


$480 


600 


540 


480 


600 


540 


420 


600 


480 


360 


500 


400 


300 


450 


360 


270 


400 


320 


240 


350 


280 


210 


300 


240 


180 



aassD, 

15 years, 

25 per 

cent. 



$420 
400 
350 
300 
250 
225 
200 
175 
150 



The Wadsworth bill provides for deduction of 2 per cent from the salaries of 
all employees included within the provisions of the bill, lim'ted, however, to 
$50 per annum, and said deductions become a contribution to the " civil-service 
retirement and disability fund." How far such deductions will go toward 
maintaining the proposed retirement system must be to a certain extent specu- 
lative, for the following reasons: 

First. It is practically impossible to estimate accurately the number of em- 
ployees who will retire from the serv'ce under the provisions of any bill which 
includes optional retirement. This feature is not peculiar to the Wadsworth 
bill ; it was also included in the bill known as the Pomerene bill, reported to 
the Senate at the last session. Students of the question now almost unan- 
mously indorse the theory of optinal retirement, particularly during the first 
years of operation. 

Second. There are at present no available statistics to show how many em- 
ployees are over 70 years of age. Senator Pomerene in submitting his report, 
heretofore quoted, states " about 5,000 are 70 years of age or over." Others 
believe the number to be considerably in excess of 5,000. If but 5,000 ret' re 
the amunt of contributions on a 2 per cent basis as provided in the Wads- 
worth bill will produce nearly double the amount necessary to pay the annu'tles 
during the first year of its operat'on; or, to reduce this statement to figures, 
the estimated contributions will amount to $4,900,000, and the estimated anuui- 
ties will amount to $2,500,000. Of course. If a greater or less number retire 
the ratio of amount contributed to amount of annuities paid will vary in 
prportion thereto. 

Third. The number of vacancies caused by the retirement of superannuatetl 
employees and subsequently filled by appointment or promotion Is an unknown 
quantity, d'fllcult to estimate, and a problem which must be solved by experi- 
ence. 
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The va<»ancies remaininji: unfille^l become an asset to the Government. One 
system of retirement will have no great advantage over ancTther when this 
feature is considered. If there is any force to the argument that a young em- 
ployee will do more worli than one superannuated then it must necessarily 
follow that there can be, and should be, a mnterial reduction in force follow- 
ing the enactment of a retirement law. 

If this plan Is followed in the branches of the service where practicable, 
then the saving to the Government will amount to millions of dollars annually. 
It is my opinion that upon the enactment of a retirement law restrictions should 
be placed on the filling of vacancies. This could not be done in all branches of 
the service ; if a letter carrier is retired his place must be filled ; if a lighthouse 
keeper Is retired, some one uuist Immediately take his place ; but it is safe to 
say that under normal conditions in the departmental service in Washington 
and in many branches of the service throughout the country not more than 
50 per cent of the vacancies caused by retiring superannuates need be filled 
during the first five years under the operation of any retirement system; and 
in some branches of the service I believe not more than 25 per cent of such 
vacancies need be filled. This would result In a direct saving to the Govern- 
ment amounting to millions of dollars annually. 

I have a concrete example to Illustrate this point. As before stated, there 
were in March, 1917, in the Bureau of Pensions 197 employees, or more than 
19 per cent, who were over 70 years of age and consequently eligible for retire- 
ment. The salaries of these employees aggregate $253,260 annually. If re- 
tired under the provisions of the Wads worth bill the annuities would aggre- 
gate $99,842 annually, a difference of $153,418. There is already restrictive 
legislation in regard to filling vacancies in this bureau. Assuming that the 
commissioner would fill such vacancies as he is permitted under the law, the 
expenditure on account of original appointments and promotions would amount 
to $55,100 the first y.ear. The contributions from those remaining in the serv- 
ice would amount the first year to $20,832, and the net saving to the Govern- 
ment would equal $119,150 — an amount more than sufficient to pay all annu- 
ities for the second year without taking into consideration the contributions 
for that year. 

It may be pointed out that the Bureau of Pensions furnishes an extreme 
example of superannuation, but it also teaches the lesson that it is only a qwea- 
tlon of a few years when similar conditions will exist in nearly every branch ol 
the service unless a retirement law is enacted. 

I fully believe the enactment of the Wadsworth bill providing a contribu- 
tion of 2 per cent from the salaries of the employees, coupled with the saving 
accruing to the Government through reduction in the number of employees, 
would equal the amount necessary to pay all annuities as provided in said bill 
during the first 10 years under its operation. 

We have been told that w^e should wait until a scientific bill can be drafted, 
one that mil show exactly what the cost to the Government will be ; that there 
is grave danger in enacting a law unless these factors are determined in ad- 
vance. Such arguments are fallacious. No person can know how many em- 
ployees win be retired under the provisions of any bill wherein an option Is 
given to the employee or where discretion is conferred upon the executive. As 
already pointed out, such a provision is not peculiar to the Wadsworth bill, 
as it was also incorporated, in a modified form, in the Pomerene bill ; moreover, 
every advanced student of the retirement question now admits that such option 
should be a feature of any retirement law. 

While the scientists are quibbling over details as to the particular form in 
which a retirement bill should be drafted, the Government goes on from year 
to year expending millions of dollars in salaries and does not get value received. 
A statesman once said, "The way to resume is to resume.** I would para- 
phrase that by saying, " The way to get an equitable retirement law is to legis- 
late.** Put a fair law on the statute books and let experience demonstrate its 
imperfections and let subsequent legislation cure Its defects. No tariff law has 
been perfect and no income-tax law has been perfect ; then why expect that a 
retirement law can be enacted which will be free from imperfections? The en- 
actment of the Wadsworth bill will, in my opinion, come as near to providing 
an equitable and satisfactory system of retirement as it is possible to devise at 
the present time. It will be simple in its administration, no board of Invest- 
ment will be necessary, no complicated system for keeping individual accounts 
will be required, and finally, the partly contributory plan embodied therein will 
ultimately provide for a nearly equal distribution of the cost of maintenance 
between the employees and the €rOvernment. 
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Before I leave this question of contributions I desire to point out that under 
the wholly contributory or compulsory savings plan the entire amount of annui- 
ties for those who are retired at once becomes an immediate charge on the 
Grovernment. Mr. Pomerene estimated this would cost the Government about 
$2,750,000 the first year and would increase steadily for about 25 years.. Under 
the plan contemplated in the Wadsworth bill the entire amount of contributions 
becomes Immediately available for the payment of annuities and it is alto- 
gether probable that not until the fifth or sixth year under the operation of 
this bill will the Government be required to contribute to the fimd. In the 
meantime experience will demonstrate the value of this system. 

A feature of the Wadsworth bill proposes to vest administration so far as ad- 
judication and payment of annuities is concerned, in the Commissioner of Pen- 
sions ; keeping the oflicial records of employees who are in the classified service 
and certification from such records in the Civil Service Commission; and the 
bookkeeping and accounting in the Treasury Department. This contemplates 
a more harmonious system of administration than has been incorporated in 
other retirement bills, most of which provide for administration by the Sec- 
retary of the Treasury ; moreover, the cost of administration through this plan 
will be reduced to the minimum. 

It is entirely logical that the Commissioner of Pensions shall adjudicate and 
pay the claims of the annuitants. The work will be similar to that already 
performed in his bureau ; the clerical force is trained in the technique of con^ 
sidering claims for pensions; applications for annuities can be specially and 
expeditiously considered and acted upon by the Pension Ofllce; the disbursing 
clerk now issues on an average 230,000 checks each month in payment of Army 
and Navy pensions, and the addition of another 5,000 or even 10,000 checks in 
payment of annuities would become a mere item in the transaction of the 
routine business of that office. The present mechanical equipment in the way 
of addressographs, graphotypes, and adding machines is sufficient to take care 
of the additional business of paying annuities. There will be no rent to pay. 
and, in fact, the business can be cared for by the regular force and equipment 
fn the bureau without additional cost. An initial expenditure would be neces- 
sary, however, in establishing the system and in connection with the work 
Incident to adjudicating some 5,000 or 6,000 claims for annuities which would 
probably be filed as soon as the law becomes operative. Boards of surgeons 
under the jurisdiction of the Commissioner of Pensions are located in nearly 
every section of the country, and should an application be filed for retirement 
on account of disability as prcjvided in section 5 of the Wadsworth bill, the 
applicant could, without great inconvenience, appear before such board for 
physical examination. The availability of these Iwards constitutes another 
reason for investing administration in the Commissioner of Pensions. Should 
an applicant or an annuitant have cause to make api^eal on account of any 
alleged injustice in the adjudication or in the payment of his claim for annuity, 
his appeal would lie with the Secretary of the Interior and would be judicially 
determined by officials familiar with the laws, rules, and regulations governing 
pension appeals. It is contemplated the same procedure could be adapted to 
fit the requirements of a retirement law without the employment of extra 
clerical force in the department. I am authorized by the Commissioner of Pen- 
sions to state that in his opinion any law providing for retirement of Govern- 
ment employees should include in its provisions administration by the com- 
missioner. 

As contemplated by the Wadsworth bill, the Civil Service Commission will 
continue its records already in existence, showing periods of service of all 
employees in the classified civil service and the compensation received by such 
employees, the commission to furnish, upon request of the Commissioner of 
Pensions, a proper certificate from the records in support and in substantia- 
tion of an applicant's claim for annuity. I am informed that these record}^ are 
nearly complete and that the additional work which might be required of the 
commission could be performed with a slight additional expenditure for clerical 
services. 

The plan for transferring funds on the books of the Treasiu-y Department 
from specific appropriations to the " civil service retirement and disability 
fiind " is so simple and so easy of execution as to warrant the statement that 
no other retirement bill has ever included in its provisions a vehicle which 
could compare with this in simplicity and in reducing the cost of administra- 
tion to the minimum. After an initial expenditure for the purpose of installing 
the system it is believed that the work of bookkeeping and accounting in the 
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Treasury Department can be accomplished by the regular force at present 
engaged in a similar line of work. 

One feature of the Wadsworth bill is a provision for retiring employees who 
may become physically or mentally incapacitated for rendering efficient service 
before reaching the retirement age, a necessary prerequisite, however, being 
that the applicant for retirement on account of disability shall have had at 
least 15 years' service. Not many employees will become eligible for retirement 
under this provision, but in the interest of humanity and good administration 
some such provision should be made for a very deserving though small class of 
cases. 

Another feature Is a provision for payment of annuities monthly. Most other 
retirement bills have a plan for payments quarterly, which does not commend 
itself to the employees. By utilizing the improved methods and mechanical 
equipment used in the payment of Army and Navy pensions in the Bureau of 
Pensions it will be possible to pay annuities monthly without additional cost In 
administration. It is contemplated that checks shall be issued In payment of 
annuities without requiring separate receipts or vouchers, a practice in harmony 
with the present system of paying Army and Navy pensions. 

Still another distinctive feature of the Wadsworth bill will be found In 
section 3, which provides that employees in the civil service who have also per- 
formed service under the authority of the United States beyond seas or honor- 
able service in the Army, Navy, or Marine Corps of the United States, either 
Regular or Volunteer, shall receive credit for such periods of service when 
computing their total service for the purpose of classification. This will Include 
service in the Philippines, in Porto Rico, or in other branches of the service 
beyond seas, also temporary service In the Military or Naval Establishments. 

The wisdom of such provision Is apparent at this time when so many of the 
employees In the civil branches have been mustered into the military and naval 
service of the United States. It will be noted, however, that in the case of an 
employee who may be eligible for, and elects to receive, a pension on account of 
disability incurred in the line of duty, the period of his military or naval service 
shall not be included for the purpose of classification. 

Employees of the Library of Congress and the Botanic Gardens are also 
included in the provisions of this bill. These employees, coming as they do 
under the legislative branch of the Government, have a peculiar status. While 
they are not in the classified civil service, yet their duties, rights, and privileges 
are analogous to those of clvll-servlce employees, and their tenure of office is 
reasonably certain ; therefore it would appear to be an act of justice to give 
them the same benefits of a retirement law as will be received by the employees 
ih the classified service. 

In conclusion I desire to state that I would not appear before this committee 
and urge retirement legislation at a time when so many other matters of moment 
are engaging the attention of Congress If I were not firmly convinced that the 
interests of the Government would be subserved by such legislation. It has 
been pointed out that there can be an actual and immediate saving to the 
Government through reduction in the clerical force due to the retirement of 
the superannuated and disabled employees. If the partly contributory system 
on the basis of a 2 per cent contribution as embodied In the Wadsworth bill is 
adopted, no immediate outlay on the part of the Government will be necessary 
for the payment of annuities as provided therein. 

Efficiency Is the watchword of the day In all commercial and industrial 
enterprises, but the Government through Its present method of administration 
in the civil service has hardly kept pace with the times. We can no more 
expect an efficient civil service which is clogged with superannuation than we 
could expect an efficient Army or Navy under the same conditions. There is 
just as much reason for retirement In the civil branch of the Government as 
there is for retirement in the military and naval branches. It is equally sure 
that In the immediate future the utmost economy will be demanded and the 
maximum efficiency will be needed In the civil branch of the Government. The 
enactment of a retirement law will, more than any other measure, accomplish 
these things. 

I can not close this statement without making a plea for the employees whom 
I represent and of whom I am one. When the retirement question is being con- 
sidered the humanitarian factor can not be Ignored. In the civil service to-day 
are hundreds and thousands of employees who are waiting anxiously for the 
enactment of a retirement law; men and women who have rendered faithful 
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service, some of tliein for more than 50 years, and who would like to retire and • 
spend their few remaining years in peace and comfort. An employee in the civil 
service has little opportunity to accumulate a sufficient competence during 
his period of service to enable him to separate himself voluntarily from the 
service when his earning capacity has become impaired. The fact that Gov- 
ernment employees have not been enabled to save a competency is accentuated 
when we consider the constantly increased cost of living during the past 10 or 
15 years and the abnormal cost at the present time. Salaries have not kept 
pace with these conditions. 

Many superannuated employees would like to retire from the service, but 
either can not afford to resign or dare not take the step in the face of present 
conditions. They would be only too glad to retire If the Government would 
supplement their meager Incomes with a modest stipend such as the Wadsworth 
bill provides. So anxious are the employees to have a retirement law enacted 
that they now come to Congress and offer a contribution toward establishing 
and maintaining a system. The plan may not be perfect, but If enacted Into a 
law it Is sure to result In a real saving to the Government, It will give increased 
efficiency to the civil service, and It will afford a great measure of relief to a 
very deserving class of faithful servants. Will not Congress, in the Interest of 
economy, in the Interest of efficiency In the service, and In the Interest of 
humanity, give this question their earnest consideration? 

Mr. Beach (continuing). Mr. Chairman, so that you may be ad- 
vised now of the most essential features of the plan proposed, I will 
quote a few excerpts from my prepared statement. I will be vei^ 
brief. It will take but a short time. 

The Chairman. That will be all right. 

Mr. Beach (reading) : 

The plan for retirement, at certain specified ages as outlined In the first 
section of the Wadsworth bill, Is entirely new and has not heretofore been 
Incorporated In any other retirement bill. It provides that eligibility for re- 
tirement shall be fixed at 70 years during the first year of operation, at 69 years 
during the second year, 68 years during the third year, and so on until 65 years 
becomes the minimum age for optional retirement. As provided In section 7, 
an employee may be continued In the service beyond the retirement age for stated 
periods, at the discretion of the head of the department or bureau. After the 
law has been In full force and effect for a period of 10 years, however, re- 
tirement becomes compulsory at 70, and optional at any time between 65 and 70. 
* * * * * * * 

The schedule of annuities provided In the Wadsworth bill fixes a maximum 
of $600 per annum for those who have been 30 years In the service, and other 
annuities graduated both In relation to number of years In the service and the 
average salary, pay, or compensation received during the last 10 years of 
service. 

As a test case. In March, 1917, I complied statistics concerning employees in 
the Bureau of Pensions — 

Where I am an employee (continuing reading) — 

who would be eligible for retirement on July 1, 1917, under the provisions of 
the Wadsworth bill. If enacted before that time. It was found that If all 
should live until July 1, 197 would be eligible for retirement. Of this num- 
ber exactly 100, or nearly 51 per cent would receive the maximum annuity 
of $600; that the lowest annuity would be $180; and the average for all an- 
nuitants would be $509.40. It Is believed that the average annuity under this 
bill for the classified service as a whole will be about $500 per annum. 

The Chairman (interposing). In the classified civil service? 

Mr. Beach. Yes. I believe that the average annuity for the serv- 
ice as a whole, under the provisions of this bill, would be about 
$500. The salaries in the Bureau of Pensions are higher; the aver- 
age salary is between ten hundred and eleven hundred dollars in the 
pension service. If I am not mistaken, this is somewhat higher 
than the service as a whole. 
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Let me read again (reading) : 

I have a concrete example to illustrate this point. As before stated, there 
were in March, 1917, in the Bureau of Pensions, 197 employees, or more than 
19 per cent, who were over 70 years of age and consequently eligible for re- 
tirement. The salaries of these employees aggregate $253,260 annually. If re- 
tired under the provisions of the Wadsworth bill the annuities would aggre- 
gate. $99,842 annually, a difference of $153,418. There is already restrictive leg- 
islation in regard to filling vacancies in this bureau. Assuming that the com- 
missioner would fill such vacancies as he is permitted under the law, the ex- 
penditure on account of original appointments and promotions would amount 
to $55,100 the first year. The contributions from those remaining in the serv- 
ice would amount the first year to $20,832, and the net saving to the Govern- 
siient would equal $119,150--an amount more than sufficient to pay all annui- 
ties for the second year without taking into consideration the contributions 
for that year. 

It may be pointed out that the Bureau of Pensions furnishes an extreme 
example of superannuation, but it also teaches the lesson that it is only a 
Question of a few years when similar conditions will exist in nearly every 
branch of the service unless a retirement law is enacted. 

I fully believe the enactment of the Wadsworth bill providing a contribution 
of 2 per cent from the salaries of the employees, coupled with the saving ac- 
cruing to the Grovernment through a reduction in the number of employees, 
would equal the amount necessary to pay all annuities as provided in said 
bill during the first 10 years under its operation. 

The Chairman (interposing). There is a claim made that 1 per 
cent will cover it. What do you think of that? 

Mr. Beach. I do not think that is quite accurate. I think that— 
Mr, Flaherty, will you reiterate your statement as to what the 1 
per cent will do? 

Mr. Flaherty. The 1 per cent applies to the Postal Service, and 
I have no knowledge beyond that. It will permit retirement to tiose 
reaching the age of 70 on annuities of $600 a year. In 11 years it 
will operate to create a fund of some $8,000,000. The fund, of 
course, is augmented by the contribution of the Government to this 
extent, the Government will contribute the difference between the 
salary of the younger clerk, coming in at $800, and the salary of the 
man retired, which, in most instances, is $1,200 and that would be 
$400. 

Mr. Beach. On the basis of a 2 per cent contribution for those 
who are employed in the entire classified service, I have estimated 
that the expense to the Government will be about $4,900,000 the first 
year. Now, I have a table here which shows the cost of annuities 
to be $4,630,000 the second year. It will increase from year to year 
until the sixth or seventh year, but by the end of the twelfth or 
thirteenth year the Government and the employees will contribute 
equal amounts. I offer this table to be inserted in the record. 

The Chairman. Yes ; we would like to have the figures. 

(The table referred to above is here printed in full, as follows:) 

Assuming tliat 8,000 employees are eligible for retirement at once and that 
the total number who may become eligible will he retired during the first five 
years under the provisions of the Wadsworth bill : 

First year: 

Contributions from 245,000 employees, at 2 per cent $4, 900, 000 

Annuities for 8,000 annuitants, at $500 each 4,000,000 

Surplus 900,000 



t-- 
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Second year: 

Available surplus $900, 000 

Contributions 4, 900, 000 

Total 5, 800, 000 

Annuities for 9,260 annuitants, at $500 each 4, 630, 000 

Surplus 1, 170, 000 

Third year: 

Available surplus 1, 170, 000 

Contributions 4, 900, 000 

Total 6, 070, 000 

Annuities for 9,820 annuitants, at $500 each 4,910,000 

Surplus 1, 160, 000 

Foorth year: 

Available surplus 1, 160, 000 

Contributions 4, 900, 000 

Total 6, 060, 000 

Annuities for 10,060 annuitants, at $500 each 5, 030, 000 

Surplus 1, 030, 000 

Fifth year: 

Available surplus 1, 030, 000 

Contributions 4, 900, 000 

Total 5, 930, 000 

Anuuities for 10,510 annuitants, at $500 each 5, 255, 000 

Surplus 675,000 



Note. — ^The same number of annuitants under the Pomerene bill would cost 
the Government about $20,695,000 during the first five years. Senator Pomereue 
estimates that but 5,000 employees are eligible for retirement. If such is the 
case, the surplus under the provisions of the Wads worth bill at the end of 
five years would greatly exceed the. amount given above. 

Mr. Beach. But to resume — you know, a statesman once said> 
" The way to resume is to resume," and I would paraphrase that by 
saying, " The way to get an equitable retirement law is to legislate " — 
one feature of the Wadsworth bill proposes to vest administration in 
the Commissioner of Pensions. I have gone into the details of this 
with the commissioner, and I desire to say that I have authority from 
him to state that in his opinion any retirement law which may be 
enacted should be enacted with the JPension Bureau as the adminis- 
trative office of the retirement system. 

Let me read another excerpt (reading) : 

As contemplated by the Wadsworth bill, the Civil Service Commission will 
continue its records already in existence, showing periods of service of all em- 
ployees in the classified civil service and the compensation received by such 
employees, the commission to furnish, upon the request of the Commissioner of 
Pensions, a proper certificate from the records in support and in substantiation 
of an applicant's claim for annuity. I am informed that these records are 
nearly complete and that the additional worlt which might be required of the 
commission could be performed with a slight additional expenditure for clerical 
services. 
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I might say here that I have a letter from Mr. Mcllhemiy , presi- 
dent of the Civil Service Commission, who has investigajted this pro- 
vision of the Wadsworth bill and in which he gives his views, and I 
will ask to have Mr. Mcllhenny's letter inserted in the record. 

The Chairman. That may be done. 

(The letter referred to above is here printed in full, as follows:) 

United States Civil Service Commission, 

Washington, D. C„ Jvly 10, 1911. 
Hon. J. W. Wadswobth, Jr., 

United States Senate, 

My Deab Senator Wadsworth : The commission has the pleasure of your 
letter of July 7, inclosing a copy of Senate bill 281 and asking the opinion of the 
commission with reference to it, particularly as it affects the commission. 

In response you are inforced that the commission favors a retirement pro- 
vision upon a contributory plan. 

With respect to the features of the bill as they affect the commission, it is 
believed that they are satisfactory. The first of these provisions is contained hi 
section 4, which provides that the class of beneficiaries may be extended by 
Executive order upon recommendation of the commission to include any em- 
ployee or group of employees not classified at the time of the passage of the act 
This is wise, since the commission would be in a position to advise the President 
of additional classes which would be entitled to share in the benefits of the act 

The next of these provisions is contained in section 6, allowing any person 
who shall have been retired upon an annuity because of disability, and wlio 
subsequently recovers before the retirement age, to be reinstated upon certi- 
fication by the commission without the formality of examination. It is sug- 
gested that the words " without the formality of examination " be stricken out 
and the words " upon such examination as the commission may deem necessary ** 
substituted. The civil-service rules provide that a person separated from the 
service may be reinstated without examination to a position which does not 
require an examination different from that required for the position from whicb 
he was separated. Obviously, if he is to go to a position requiring different or 
higher qualifications he should demonstrate the possession of appropriate 
qualifications. 

Section 7 provides that upon certificate by the commission an employee reach- 
ing the age of retirement may be continued under certain conditions. This pro- 
vision seems necessary and adequate. 

Section 8 requires that the application for retirement shall be supported by a 
certificate from the commission or from the head of the department, etc., stating 
the age, period or periods of service, and salary or compensation of the appli- 
cant, as shown by the official records. This provision is appropriate. The com- 
mission maintains a service record system which may serve as a basis for the 
issuance of such certificates. It has urged in its annual reports that this 
service record system should be extended to contain the service history of 
employees in the classified service, to be kept up to date, in order that reliable 
data and sociological information concerning officers and employees may be 
readily prepared and made a basis for such legislative and administrative 
measures as efficiency and retirement, and that the publication of the official 
register in its present form be discontinued and superseded by such a system of 
service records. 

Section 17 makes it the duty of appointing officers to make report to the 
commission of the name and grade of each employee to whom the act applies 
in a nonpay status, and the amount of salary loss by reason of such absence, in 
order that the commission may keep such records as will enable it to supply 
the Commissioner of Pensions with information as to the salary to be withheld. 
This provision seems adequate. 

Very respectfully, John A. McIlhenny. President. 

Mr. Beach. I will read another excerpt (reading) : 

Another feature is a provision for payment of annuities monthly. 

I would like to state at this point that the Bureau of Pensions now 
issues 230,000 checks each month in payment of Army and Navy 
pensions. 
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The Chairman. Why not just simply reduce the amount paid? 
For instance, ^suppose an employee get^ $1,200 a year, $100 a month. 
If the amount was but a dollar and that particular employee had to 
pay 50 cents, just deduct it from his salary. 

Mr. Beach. Mr. Chairman, I would like to say that that is pro- 
vided specifically in the Wadsworth bill. There is a provision there 
which provides that the fund shall be transf en-ed on the books of 
the Treasury Department. That particular feature was drafted by 
the disbursing clerk of the Treasury Department and with the ap- 
proval of the Comptroller of the Treasury. They reviewed it and 
approved it, and that was inserted in the Wadsworth bill, to transfer 
funds on the books of the Treasury so the various disbursing clerks 
will have nothing to do with the deductions. 

The Chairman. I imagine that it could be worked out on the same 
plan that the deduction of income tax is taken from the salaries of 
Congressmen 'and Senators. For instance, our usual salary is $625 
a month. Frequently it is made $618 a month, and it is just deducted 
from the salary. 

Mr. Beach. This plan which is contemplated on the Wadsworth 
bill permits funds on the books to be transierred in the Treasury De- 
partment. What I am referring to here specifically is the method of 
Saying annuities. It should be assigned to the Bureau of Pensions, 
ecause we have the force to do it. 

The Chairman. Would it require any additional force? 

Mr. Beach. No ; I am quite satisfied it will not beyond the initial 
expenditure, probably something like five or six thousand claims for 
annuities all at once, but it will take an initial expenditure. I was 
going to inject here that the disbursing clerk now issues 230,000 
checks^ and, of course, the injection of five or six thousand more is a 
negligible quantity, hardly to be considered in connection with the 
administration of that office. I desire to call your attention par- 
ticularly to this feature, as I think you will be interested in it. It 
is as follows (reading) : 

Another feature Is a provision for payment of annuities monthly. Most other 
retirement bills have a plan for payments quarterly, which does not commend 
itself to the employees. By utilizing the improved methods and mechanical 
equipment used in the payment of Army and Navy pensions in the Bureau of 
Pensions it will be possible to pay annuities monthly without additional cost In 
administration. It is contemplated that checks shall be issued in payment of 
annuities without requiring separate receipts or vouchers, a practice in harmony 
with the present system of paying Army and Navy Pensions. 

StiU another distinctive feature of the Wadsworth bill wUl be found iii 
section 3, which provides that employees in the civil service who have also per- 
formed service under the authority of the United States beyond seas or honor- 
able service in the Army, Navy, or Marine Corps of the United States, either 
Regular or Volunteer, shall receive credit for such period or periods of service 
when computing their total service for the purpose of classification. This will 
include service in the Philippines, in Porto Rico, or In other branches of the 
service beyond seas, also temporary service in the Military or Naval 
Establishments. 

The wisdom of such provision is apparent at this time, when so many of tht 
«nployees in the civil branches have been mustered into the military and naval 
service of the United States. It will be noted, however, that in the case of aii 
employee who may be eligible for, and elects to receive, a pension on account of 
disability incurred in the line of duty, the period of his military or naval service 
shall not be included for the purpose of classification. 

I will cite you an instance. A civil-service employee in the Bureau 
of Pensions was in the National Guard. They were called out and 
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sent down to Texas and served their country there. He came back to 
the bureau. He has been called out in the National Guard agam. 
In the event that he returns to the civil service, becomes eligible for 
retirement on annuity, he would receive credit for that time he 
served in the National Guard under the service of the United States. 
Any other provision would bar him from that period of service. 

My predecessor, Mr. McLarin, made reference to the fact that em- 
ployees of the Library of Congress had never been included in any 
bill. He had overlooked the fact that the Wadsworth bill does malie 
specific mention of the employees of the Library. Let me read 
another excerpt from my statement (reading) : 

Employees of the Library of Congress and the Botanic Qardens are also in- 
cluded in the provisions of this bill. These employees, coming as they do under 
the legislative branch of the Government, have a peculiar status. While they 
are not in the classified civil service, yet their duties, rights, and privileges are 
analogous to those of civil-service employees and their tenure of office is rea- 
sonably certain ; therefore it would appear to be an act of justice to give them 
the same benefits of a retirement law as will be received by the employees in 
the classified service. 

* * « * * * 4> 

*I can not close this statement without making a plea for the employees whom 
I represent and of whom I am one. When the retirement question is being 
considered the humanitarian factor can not be ignored. * * * Will not 
Ck)ngress in the interest of economy, in the interest of efllciency in the service, 
and in the interest of humanity give this question their earnest consideration? 

Mr. Beach. I desire to thank you. 

The Chairman. We are obliged to you, sir. Who is the next? 

Mr. Alcorn. The next gentleman to speak is Mr. W. C. Ryan, alst> 
a member of the retirement committee of the Federal Employees^ 
Union. 

The Chairman. Very well. We will next hear Mr. Ryan. 

STATEMENT OF HE. W. CABSON RYAN, JE., EMPLOYEE OF TIE 

BVEEATT OF EDUCATION. 

Mr. W. C. Ryan. Mr. Chairman, I am also here in the capacity 
of a representative of the Bureau of Education, which is interested in 
the problem from the point of view of the teacher. The thing that 
occurs to me as I have listened to these hearings, and must have oc- 
curred to you, I think, is that this is an opportune time for your com- 
mittee to do exactly what it is doing; that is, giving a thorough 
hearing to this whole matter. Aside from the possibility of its being 
a war measure, then, I think that has much more real meaning than 
some of us realize. Speeding up as the result of war is something 
that you up here at the Capitol know about. It affects every bureau 
regardless of its immediate connection with war operations, and it 
becomes a question then, sir, that we find becomes more acute. It 
means that these older men and women not only can not do their 
own work, but somebody else younger has to do their job, too. it is 
a real matter in the Government bureaus, let me assure you. 

Then, there is another thing which occurs to me. The United 
States has been notable for the adoption of constructive legislation 
in the very heat of war. In the field of education I think immedi- 
ately of the land-grant colleges, which have done so much for agn- 
cultural education. That act was passed in 1862, and it is only 
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v^ithin a few weeks, just before the opening of the present war, that 
you passed the Smith-Hughes act to appropriate millions of dollars 
entirely for Federal aid to vocational education at a time when the 
strain on finances was occurring. Constructive legislation right in 
war time. 

Then, there is another reason why your work on this committee is 
essentially opportune now. In the time that has elapsed between 
the hearings of your predecessors and your hearings^ the pension 
literature, of which there has been a vast amount, has increased and 
much of it is in convenient form for reference. Your committee has 
now the possibility of getting at the underlying principles of retire- 
ment in a way that was not possible a short time back, say 12 or 15 
months ago. I think particularly of three or four articles that have 
appeared in the past year. One is that of Paul Studensky on the 
"Philosophy of Pension Contributions," readable, authentic, and 
based on experience and real information. Then, there is the New 
York City report of the mayor's commission, which shows, in a per- 
fectly easy way, just the fundamental things for a retirement system. 
There is the Carnegie report intended for college professors, but 
giving a good summary of just the fundamental things for retire- 
ment with information and notes for adopting a plan. There is 
still another book, by Mr. Lewis Meriam, a friend and fellow worker 
of Mr. Studensky, a Washington man, now at the Institute of Re- 
search, which is called the " Underlying Principles, or the Principles 
Governing the Retirement of Public Employees." It will, I think, 
answer a great many of the questions that have heretofore bothered 
people concerned with the adoption of a plan of Federal employees' 
pensions. 

So, I think, this committee can gather infoiination so it will be 
in a position to do at least the preliminary work involved in these 
hearing in getting a plan, I should say, to be presented to Congress 
immediately, say at the next session, if not this, which would be of 
supreme value. It could not have been done beiore, when this liter- 
ature had not accumulated. There is one thing missing, and that is 
the figures applicable to the present situation are not up to date. 
Mr. Brown has promised these. He has been ordered by your body 
to present it, and he has said that he will have them in the fall. 
With that it seems to me your committee is in a position to frame 
basic retirement legislation that will bear the test of years as it could 
not have done before. 

The literature that I have been speaking of comes down to three 
factors in retirement-^three purposes in retirement legislation: The 
Govermnent first and foremost, the employee, and the public. The 
Government wants retirement solely and simply for improved Gov- 
ernment service. We can forget, for this purpose, the humanitarian 
side. The employee wants retirement because not only will it un- 
selfishly help him to be a better public servant, but because it means 
scHnething to him as an individual. The public wants to be sure the 
employee gets it, and that the Government gets it without costing an 
unreasonable sum. The literature at hand shows, in my opinion, how 
the thing can be worked out so that the Government is the immediate 
gainer and the ultimate gainer. There is also a wealth of foreign 
experience that has now been put at your disposal. 
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Mr. Chairman, you asked a. question about figures fof typical Gov- 
ernment offices — how many wtere incapacitated to the (Ktent, I think 
you said, of not being able to do their work. Mr. Alcorn has called 
my attention to an interesting passage in the hearings of a year ago. 
Mr. Baity, Auditor for the War Department, being asked exactly that 
question — ^how many employees incapacitated — he has 207 clerks,* 66 of 
tnese 207 clerks being over 74 years of age, which is one-third of 
them over 74 years of age, and he said, " 1 have clerks in my office 
who are not earning a penny a day. I am not going to drop them 
from the rolls and I don't think the Secretary of the Treasury is 
going to do so." Mr. Lehlback, of New Jersey, asked: "Exactly 
how many ? " Mr. Baity says : "About one-quarter of them could 
do the work these men are supposed to do on this entire list, because 
there are some clerks that are capable. T could select from this list 
of 66, 15 people, and take 4 people to do their work at the same 
salary that any of the 15 get." And continuing in that House hear- 
ing, it was on the Tavenner bill (H. R. 14302), April 28, 1916, page 
23, let me read you what they said : 

Mr. Lehlback. Would you say the conditions at tliis time are getting worse 
rather than better? 
Mr. Baity. Yes ; they are getting worse as time is going on. 

Now, Mr. Chairman, if you desire, I shall place in the record a 
short list of these recent contributions to the literature of the pension 
subject. 

The Chairman. All right. 

(The list referred to above is here printed in full as follows:) 

RECENT BEFEBENCES OF SETIBEMENT. 

Studensky, Paul : " The pension problem and the philosophy of contributiona.*' 
f he Pension Publishing Co., Woolworth BuUding, New York, 1917. 

Carnegie Foundation for the Advancement of Teaching, 576 Fifth Avenue, 
New York : "A comprehensive plan of insurance for college teachers." Bulletin 
9, 1916. (Although intended primarily as a study of the college field, this 
bulletin gives a convenient summary of the problems underlying pensions in 
general.) 

"Report on the pension funds of the City of New York," the Mayor's Com- 
mission on Pensions, 1916. 

Retirement of employees in the classified civil service: Hearings before the 
Committee on Civil Service and Retrenchment, United States Senate, Sixty- 
fourth Congress, 1916. 

Meriam, Lewis : " Principles governing the retirement of public employees." 
New York, D. Appleton, 1917. (In press.) (So far as known, this is the first 
i/ general survey of the entire field. It is especially useful for its interpretation 
of the foreign experience.) 

The Chairman. Who is the next gentleman that wishes to be 
heard ? 

Mr. Alcorn. The next gentleman is Mr. Willard F. Warner, chief 
clerk of the Treasurer's Office. 

The Chairman. All right, Mr. Warner, proceed. 

STATEMENT OF MB. WIIXABD F. WABNEB, CHIEF CLEBE, OFFICE 

OF TBEASTTBEB OF THE XTNITED STATES. 

Mr. Warner. I am not familiar with other bills, but I did become 
very much interested in the Wadsworth bill, of which Mr. Beach has 
spoken. I devoted some two or three weeks, taking such leisure as 
I had, to show the effect on the Treasurer's office. 
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• We have 564 employees, and assuming that this bill would go into 
effect the 1st of July this year, I* figured out up to 1925. It is 
based upon the records of this office. The age of every employee of 
57 years and over and the date of retirement has been determined 
approximately. That is 57, and eight years will bring it up to 65. 
Or 102 employees eligible for retirement, it is estimated that the 
services of 30 would warrant their further retention for four years, 
particularly after the limit of 65 years. 

The Chairman. Let me see if I get that right. You have 564 
employees in the Treasurer's office in the Department of the Treas- 
ury? 

Mr. Warner. Yes. 

The Chairman. Out of these 564, how many would be eligible for 
retirement ? 

Mr. Warner. One hundred and two in the eight years — that is, 
from now to 1925. 

The Chairman. Yes. 

Mr. Warner. The first year, figuring out by years — assuming the 
bill would go into effect the 1st of July — there would be 29; the 
next 11, 6, 8, 10, 17, 5, 9, and 7 ; the last figure is for 1925. I take an 
average of four deaths of employees a year. Out of the 102 em- 
ployees eligible 30 exceptional employees have an average salary of 
$1,600 at lour years additional service, annuities at $600 deducted, 
$18,000 per annum times 4, $72,000. The people that would be re- 
tained are away above $1,600 as a rule. 

Yesterday, Mr. Chairman, you referred to a lady in our office, a 
great expert on mutilated money. I would say for your informa- 
tion that she is 80 years of age. She never would be retired so far 
as we are concerned. 

The Chairman. And so far as I am concerned, if I can help it. 
She is a very remarkable woman. 

Mr. Warner. I asked her chief about that. He said, they never 
would retire her; that they would want her knowledge and advice 
and counsel; they would just keep her at her desk for that with an 
understudy for her. 

The Chairman. What is her salary? 

Mr. Warner. $1,600. There is also a chief of division of book- 
keeping who has charge of telegraphic transfers all over the country, 
81 years of age, who nas been there 50 years. We would never let 
him go. 

Oi 102 employees eligible for retirement it was estimated that 30 
would be retained for four years additional on account of excep- 
tional qualifications. On this basis the following promotions would 
be made with an addition of 65 new employees: Clerks, 1 to $2,500, 
1 to $2,250, 1 to $2,100, 3 to $2,000, 7 to $1,800, 10 to $1,600, 11 to 
$1,500, 14 to $1,400, 14 to $1,300, 22 to $1,200, 23 to $1,100, 25 to 
$1,000; counters, 5 to $900, 6 to $800, 18 to $720; messengers and 
laborers, 5 to $840, 11 to $720, making about 185 promotions. Each 
of these promotions would pay the assessment of a clerk for five years 
at 2 per cent. We would bring in 29 new clerks, 21 counters, 15 
messengers and laborers, at a saving to the Government of over 
$10,000 in one bureau alone. 

Mrs. Ruth Havens. I was going to ask you to give the average 
pay of the counters. 
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ANNT7ITIES. 



Year. 



1917 

1918 

1919 

1920 

1921 

1922 

1923 

1924 

1925 



Num- 
ber. 



29 

11 

6 

8 

10 

17 

5 

9 

7 



102 



Amount. 



$5,050 
3,210 
3,860 
4,800 
8,470 
2,070 
4,690 
3,380 



Annui- 
ties. 



114,960 
20,010 
28.220 
27,080 
31,880 
40,350 
42,420 
47,110 
50,490 



297,520 
172,000 



225,520 



Age. 



70 

eo 

68 
67 
66 
6S 
65 
65 
65 



BEDX7CTIONS. 



Year. 



1917* 
1918.. 
1919. 
1920. 
1921. 
1922. 
1923. 
1924. 
1925. 



Assess- 
ments. 



Force. 



$1,333.00 
7,762.00 
7,457.00 
7,168.20 
6,815.20 
6,314.40 
6,141.60 
5,842.80 
5,685.20 



54,519.40 
3,840.00 



58,359.40 



4,500 
9,000 
13,500 
18,000 
22,500 
27,000 
31,500 
36,000 



162,000 



Deaths. 



1*> 
$2,000 

2,000 

2,000 

2,000 

2,000 

2,000 

2,000 

2,000 



16,000 $236,359.40 
225,m(» 



610,839.40 



1 30 exceptional employees, average salary of $1,600, at 4 years' additional service, annuities at 1600 
deducted ($18,000 per annum X4— $72,000). 

> 2 months only. 

s Estimated reduction of force annuallv ($4,500). This estimate is very conservative. In the last 3 
years the force of this office, including a large number of details, has been decreased nearly 100, making 
now an annual saving of about $111,000. 

* Average of 4 deaths annually of employees 70 and over (average pension of $500 X4»$2,000). 

ft Profits. 

Assessments at 2 per cent (30 at $l,60O=$48,00OX4=$192,00O). 

Number of employees, 349. This does not include the National Bank Redemp- 
tion Agency (under the supervision of the Treasurer), which is a reimbursable 
roll, with 215 employees. Any deficit would be charged and any profit wouM 
accrue to the national banks, who pay all the expenses. 

Note. — ^The foregoing statement was made in compliance with the request of 
Mr. John S. Beach, chairman of the committee on retirement of the Federal 
EJmployees* Union, for an expression of opinion on the Wadsworth bill for the 
retirement of employees in the classified service (S. 8294, 64th Cong., 2d sess.), 
which is deemed a wise, just, and economical proposition. 

PBOMOTIONS. 



Of 102 employees eligible for retirement it is estimated that 30 would be 
retained for four years additional on account of exceptional qualifications. On 
this basis the following' promotion.*? w^ould be made, with an addition of 65 new 
employees : 
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GLEBKS. 

$2,500 1 

$2,250 1 

$2,100 1 

$2.000 3 

$1,800 7 

$1,600- 10 

$1,500. 11 

$1,400. 14 

$1,300 14 

$1,200 22 

$1,100 23 

$1,000 25 

$900 (new) 29 



161 



COUNTEBS. 

$900 5 

$800 6 

$720 18 

$600 (new) 21 



50 

ME8SEN0EBS AND I.ABOB£K8. 

$840 5 

$720 11 

$660 (new) 15 



31 



Cl V 1L-8EBV ICK REl' I KKMKN T. 

[Senate bill 8294 (64tb Cong., 2d sens.) introduced by Mr. Wadswortb.j 

Sytiopsis, — ^Age of retirement : 1917, July 1, 70 years ; 1918, July 1, 69 years ; 
1919, July 1, 68 years; 1920, July 1, 67 years; 1921, July 1, 66 years; 1922, 
July 1, 65 years ; afterwards, July 1, 65 years. Optional retirement at 65 years. ^ 

Employees of exceptional ability may be retained under two-year appoint- 
ments, which may be renewed, but after July 1, 1927, no employee may be 
retained beyond 70 years of age. 

Assessment 2 per cent of salary, not to exceed $50 per annum. 

Annuities,— Glass A : 30 years' service, 50 per cent, not to exceed $600. Class 
B : 25 years' service, 40 per cent, not to exceed $540. Class C : 20 years' service, 
30 per cent, not to exceed $480. Class D : 15 years' service, 25 per cent, not to 
exceed $420. (Based upon average annual salary for the last 10 years.) 

Maximum annuities after 30 years' service: $1,200 and over, $600; $1,100, 
$550 ; $1,000, $500 ; $900, $450 ; $840. $420 ; $800, $400 ; $720, $360 ; $700, $350 ; 
$660, $330 ; $600, $300. 

Disability. — Provision is made for retirement, after 15 years' service, on 
account of accident or illness, of employees not fitted for useful and efficient 
service. 

Promotions. — Of 102 employees of the office of the Treasurer eligible for 
retirement it is estimated that about 30 would be retained for additional periods 
of service on account of exceptional ability. The retirement of the others 
would make about 200 promotions and bring in 60 or 70 new employees. Each 
promotion would pay the assessment for several years. 



Appropriation^ fiscal year 1918. 



Treasurer United States $8, 000 

Assistant Treasurer United States 3, 600 

Deputy Assistant Treasurer United States 3,200 

Cashier 3,600 

Assistant cashier 3, 000 

Chief clerk 2, 500 

5 Chiefs of division 2, 500 

2 Assistant chiefs of division 2,250 

1 Vault clerk 2,500 

1 Principal bookkeeper 2, 500 

2 Tellers 2, 500 

2 Assistant tellers 2,250 

2 Assistant bookkeepers 2, 100 

2 Assistant bookkeepers 2.000 
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1 Vault clerk |2,000 

1 Clerk for Treasurer 1, 800 

1 Coin clerk 1,400 

24 Clerks of class 4 1,800 

19 Clerks of class 3 1,600 

4 Clerks 1, 500 

14 Clerks of class 2 1, 400 

3 Clerks 1, 300 

30 Clerks of class 1 1,200 

8 Clerks of class B 1,000 

8 Clerks of class D 900 

15 Expert counters 1, 200 

4 Expert counters 1, 100 

14 Expert counters 1,000 

46 Expert counters 900 

12 Expert counters 800 

26 Expert counters 720 

6 Elxpert counters 600 

2 Compositors and pressmen 1,600 

2 Skilled laborers 1, 200 

1 Silver piler 1, 200 

17 Money counters and handlers laundry macbine 900 

1 Mail messenger 840 

8 Messeng^*s 840 

8 Assistant messengers .• 720 

19 Laborers 660 

3 Messenger boys 480 

6 Messenger boys 360 

326 384,380 

Mr. Alcorn. The next gentleman who desires to be heard is quite 
familiar with the subject of retirement and has made quite a studj 
of it. I am sure it will be of much interest to yourself and to the 
committee to hear Mr. O'Donoghue. 

The Chairman. You may proceed, Mr. O'Donoghue. 

SIATEHEirr OF ME. M. F. O'DONOOHinS, EX-FBESIDEHT TTNITED 
STATES CIVIL SEBVICE BETIBEHENT ASSOCIATION; HEHBEB 
OF THE FEDERAL EMFLOTEES' VNIOIT. 

Mr. O'Donoghue. Mr. Chairman, I wish in the first place to con- 
gratulate the civil service upon having the most sympathetic auditor 
as chairman that I have ever seen in any civil-service meeting so 
far, and sympathy goes a long way. I also, Mr. Chairman^ must con- 
gratulate you upon being chairman of this important committee at 
this time, because it is a great question, the greatness of which will 
grow on you the more you know about it. You see the vast field 
covered here to-day, the civil service systems of the world crowding 
in upon you, the civil service systems of the United States, both 
national. State, and municipal, with all classes and conditions of 
service, and they are the ones, Mr. Chairman, who do the real, actual 
work of Government. They do the work, and it is only just that they 
should receive proper treatment. 

I saw in the paper the other day the notice of a will made in 
Massachusetts by a man who had made $5,000,000 manufacturing 
radiators, and without his employees, 200 of them, knowing what 
he was going to do, he left all his money to them because he said, 
" You are the men who made my business success." He left enough 
for his wife and half sisters during their lives. When they died 
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it was all to go to the employees except what he left for a foundation 
to study improved systems of radiation. I certainly thought that 
that was the most just and humane will that ever had been made. 
You know, Mr. Chairman, that your secretary and clerks, upon whom 
you rely for information, are the men that helped to make you. 

Mr. Chairman, we are all together at this time on the question of 
retirement, no matter what the kind of retirement may be. That is 
a minor question in many respects. What we want is some system. 
I shall fiot take up much of your time because a great deal has been 
said here, but will just say a few words to set you on the right track. 
Mr. Arthur E. Holder yesterday said the American Federation of 
Labor had not committed itself on the question of retirement so far. 
Mr. Holder has not been keeping as close track of the Federation as 
I have though I am not cennected with it except by affiliation. I 
find that they have and that their last convention " resolved that the 
president ana executive council of the American Federation of Labor 
be and hereby are instructed to use every available means to secure 
the establishment of a retirement system for Federal civil-service 
employees which will not either directly or indirectly cause them 
to suffer a reduction in wages during employment." I will hand that 
to the secretary for insertion in the record. It is taken from the 
Plate Printer, of December 1, 1916. 

The Chairman. Yes. 

(The matter referred to above is here printed in full as follows) : 

BETDIEMENT OF CIVIL EMPLOYEES OF THE GOVERNMENT. 

John H. Lorcli, delegate from the Washington Central Labor Union to the 
Baltimore convention of the American Federation of Labor, introduced resolu- 
tion No. 134 for straight-out retirement for superannuated and disabled civil 
employees of the Government: 

" Whereas the United States Is the only large countrty in the world that has 
not made suitable provision for its superannuated and otherwise disabled 
civil employees; and 

" Whereas the governments, firms, and corporations that have established plans 
of retirement on service annuities for employees of this character have 
found this method of dealing with superannuation not only just and reason- 
able from a humane point of view but also in the interest of efficiency and 
economy: Therefore be it 

" Resolved, That the president and executive council of the American Feder- 
ation of labor be, and her^y are, instructed to use every available means to 
secure the establishment of .a retirement system for Federal civil employees 
which will not either directly or indirectly cause them to suffer a reduction in 
wages during employment.^' 

Delegate Lorch's resolution was the basis of a resolution which was brought 
In by the resolution committee and adopted by the Baltimore convention of the 
American Federation of Labor. 

The resolution of the committee closes with the following resolve and is, In 
substance, the same as the Lorch resolution : 

" Resolved, That the president and executive council of the American Feder- 
ation of Labor be, and hereby are, instructed to use every available means to 
secure the establishment of a retirement system for Federal civil employees 
which will not either directly or indirectly cause them to suffer a reduction in 
wages during employment." 

You will see that the last convention pronounced in favor of a 
service plan of retirement on service annuities; that is, where the 
Government pays it as a part of the cost of operation. Instead of 
giving a man $110 a monm, as it were, they pay him $100 a month 
and leave the rest theoretically to accumulate in the Treasury, and 
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wljen he retires they pay him the balance in the form of a retirement 
or service annuity. Xow, yesterday, Mr. Studensky's report was in- 
corporated, a very valuable report, but experts differ, and I have here 
a statement of one of ths most famous living experts of to-day ; that 
is the report of Mr. Myles M. Dawson, of New York, a famous actu- 
ary who assisted Gov. Hughes when he was investigating the insur- 
ance companies. I shall ask that this be inserted among my remarks, 
but I shall only quote now just a very brief excerpt. He says, in 
speaking of contributory plans (reading) : 

Moreover, aU contributory plans, however quaUtied, involve frequent and In- 
sistent demands for higher salaries ; service-pension plans certainly do not do 
so, but Instead have a marked tendency to cause the best men to come in and 
stay in at lower salaries than they might command elsewhere. This is pe- 
culiarly the case when the employment is reliable and steady promotion likely 
as in the public service. 

That is what makes service, to have the best men come in and stay 
in, because experience is the teacher. 

And he says, speaking of actuaries who are in favor of straight 
civil-service or service-annuity plans and those who are not: 

Notwithstanding that the contributory plans have supplied them many and 
frequent opportunities for earning fees, the greatest actuaries who have had 
wide experience In this work are, without notable exception, of the opinion 
that even the best-conceived contributory plans are not well suited to most 
conditions, and least of all to Government employments. 

This was in 1914 that Mr. Dawson was speaking. And last of all 
he says, speaking of the service annuity plan, in the close of his 
remarkable address, Mr. Dawson said (reading) : 

Wherefore It Is submitted a 'plan of providing reasonable service pensions 
for civll-servlce employees, upon examination, at the expense of the Public 
Treasury is clearly, from every standpoint, indicated as the prudent, economl 
cal, wise, and humane thing for the Congress of the United States to adopt 
and put Into effect without delay. 

Now, as chairman of this great committee you will have to frame 
some time, and soon, I hope, a plan that will stand the stress of time 
and weather. Mr. Goldschmidt, who spoke yesterday, said he had 
been in favor of the wholly contributory plan, but he had to confess 
if it had been in existence it could not stand the stress of weather 
now, because employees would not be able to make contributions. 
We do not want any plan that would not stand the test of war times. 
The annuity plan will stand the stress of such times, and most of all 
when it is most needed. 

Mr. Chairman, when it comes to the consideration of this matter 
I hope you will think of Mr. Dawson, and I think he will appear 
before you. I will hand the paper which contains his data to the 
stenographer to go in the record. 

The Chairman. I will examine that very carefully. It may be 
inserted. 

(The matter referred to above is here printed in full, as follows:) 

Retirement Pension for Civil-Sebvice Employees. 

l Extension of remarks of Hon. James A. Hamlll, of New Jersey, in the House of Repre- 
sentatives, Thursday, Mar. 4, 1915.] 

Mr. Hamill. Mr. Si)eakei% for a number of years I have advocated In this 
House a plan to provide a retirement pension for clvil-servlce employees. I 
have favored the straight pension, whereby the entire cost of pension Is borne 
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by the Government, as opposed to a contributory plan, according to which the 
cost of the pension Is divided betv^^een the Government and the employee. I 
believe the straight-pension plan is the more advantageous of the two, both 
from the standpoint of the Government and that of the employee. 

I wish to insert in the Record a memorandum on the subject of retirement 
pensions in accordance with the provisions of my bill. This memorandum has 
been prepared for the National Association of Civil-Service Employees by Mr. 
Myles M. Dawson, a learned and well -recognized authority on the subject. 

The memorandum is as follows: 

" The association contends that retirement pensions should be granted out- 
right — i. e., without requiring civil-service employees to contribute the whole or 
any part of the cost of providing the same by deductions from their salaries or 
otherwise. In support of which, through their counsel and actuary, they pre- 
sent their statement and argument, as follows: 

** I. — IT IS MOST DESIBABLE THAT PROVISION BE MADE FOR RETIREMENT AND FOB 

SUPPORT OF SUPERANNUATED EMPLOYEES. 

"That it is desirable to make provision for the retirement of emjjloyees in 
the civil service and for pensions to support them when superannuated is clear, 
upon the following grounds: 

" 1. THE PUBLIC INTEREST IS THUS BEST SERVED. 

" The best service will be secured by the introduction of a proper retirement 
pension system through securing thereby a better class of applicants for civil- 
service appointments, through a larger number of the best appointees resisting 
financial inducements to quit the service, and through the much stronger induce- 
ment to render satisfactory service in that dismissal will involve not merely 
cessation of salary but also loss of pension. 

" That such may confidently be expected to result Is shown by the unanimous 

testimony of all experts upon the subject and of all who have had experience 

with persons working under such a system ; and It is also borne out by the facts 

in countries which have adopted such a system, as is well known to all students 

of the subject. 

" In our own country the experience and practice of large corporations which 
have adopted pension plans also bear witness to this; and public systems of 
providing pensions for superannuated fire department, police department, and 
school employees are everywhere appreciated, and every step taken or pro- 
posed is toward, not their abandonment, but their perfection. 

2. IT RESULTS ALSO IN THE MOST ECONOMICAL SERVICE. 

" The best is always likely to be the most economical. If the improvements 
in quantity and quality of service amount to from 2 per cent to 4 per cent (de- 
I)ending somewhat upon when one enters the service) of the salaries of all 
employees or 7i per cent of the salaries only of employees who persist in the 
service until retirement age or prior death, they will more than offset the cost 
of pensions even on a very liberal scale. 

" There will also be great savings by disencumbering the service of the loan of 
elderly, ailing employees who are now the subject of much complaint by heads 
of departments and whose service, often deteriorated in quality, is always more 
and more defective in quantity as old age overcomes them. 

3. IT IS DEMANDED BY DICTATES OF COMMON HUMANITY, RECOGNIZED THE WORLD 

OVER. 

" The claims of employees who have grown old and infirm in the service to 
support during their declining years are unescapably recognized by every man 
with a conscience and a heart, be he acting as an individual or as officer of a 
government or corporation. The man who would turn a domestic servant out 
to die in the poorhouse after a lifetime of faithful service would be justly con- 
demned. That this applies in business also is every day more and more rec- 
ognized by individuals, firms, and corporations either by just taking care of 
them by means of light employment or gifts or by a pension system. 

" In the Governments of the world this obligation has also c6me to be gen- 
erally acquiesced in. Our own Government is almost the only one in a civilized 
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country which has not done so opeuly by providing pensions. Our failure to do 
so hitherto lias been due chiefly to the following reasons : » 

"1. The rapid growth of our civil service, especially in recent years, has 
somewhat obscured the neeil for pensions, because the proportion of old to young 
emplyees has by the vast number of new appointments been low. 

" 2. The system of partisan appointments as a reward for political service for 
a long time caused them to be looked upon as lucrative * jobs,' without much 
regard for fitness or value of service, and often only as stepping-stones to other 
political preferment; i. e., temporary employment. 

" 3. The legitimate and administrative functions have been so separated that 
not always have the administrative responsibilities rested upon Congressmen so 
as to create a true and keen sense of duty in this matter, as witness their 
strong disposition, both creditable and natural, to make special provision on 
occasion for old and faithful congressional employees w^hom they know and love 
while neglecting the duty of making suitable general provision for employees in 
the civil service whom they usually do not know. 

" 4. The awkward, largely ineffectual and always costly and Inadvisable sub- 
terfuge to which the chiefs of all administrative departments perforce resort- 
viz, retaining on the pay roll the superannuated employees until actually so 
feeble as to be unable to come to work at all — has veiled and obscured the neces- 
sity for retirement pensions. It is not too much to say that If Congress were 
to-day to require tlie dismissal of every civil-service employee over the age of 65 
on July 1, 1914, the distress occasioned by this Inhuman but for the service salu- 
tary and bus'nessllke proceeding would permeate the entire country and every 
Member of the House and Senate would hasten the passage of an act granting 
proper and reasonable service pensions. 

" Indeed, whenever now the head of any department Is hard-hearted enough 
to attempt this in a small way, it is well known that he is besieged by Con- 
gressmen and Senators seeking to protect the friends of voters residing In their 
districts, and not infrequently their own friends for whose appointments they 
were sponsors. 

" 5. It Is distinctly discreditable that the greatest popular Government of the 
world should be behind others In a matter of Justice to the plain people while so 
ready to pension, for naval and military service. Presidents* widows and others. 

"All the great civilized countries of Europe provide pensions for clvll-sCTvice 
employees ; among the great nations of the world we are alone In neglecting it 

" It may be argued that salaries and wages are better here ; but so also are 
both cost of living and standard of living. 

" Moreover, that salaried employees will, in the nature of things, both save 
on the average and in the aggregate less than the self-employed, and also Invest 
it less safely and wisely, is perfectly well known and Is borne out by human 
experience everywhere. 

'* There are certain to be many such who reach senile Incapacity in no condi- 
tion financially to provide for themselves and for those who may still be de- 
pendent on them. The question is squarely before Members of Congress : Shall 
these old and faithful servants of the American people be supported by the 
people of the United States in honor, or shall they be supported by the same 
people as supernumerary burdens upon the civil service, for reason shows and 
experience proves that they will be supported by us, and that not In alms- 
houses? 

" To that question there can ultimately be but one possible answer : Provision 
will be made by the people of the United States for the honorable retirement 
upon moderate pensions of old and faithful civil-service employees. 

II. — ^The Purposes to be Served by a Civii>Sebvice Retirement Pension Plan. 

1. to secure better service. 

" It is confidently expected that to grant retirement i)ensions will cause a bet- 
ter class, on the whole, to enter the civil service, will encourage the better of 
them to resist offers of larger salaries outside, and will cause more and better 
service both by increasing their satisfaction with the employment and by 
making dismissal mean not merely cessation of salary but also loss of pension. 
Such is the road to increased efficiency. 

2. to economize in the cost of the service. 

*• Unquestionably there is yet a strong tendency for the civil service to attract 
chiefly those men who would earn smaller Incomes in other employments, though 
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there has been much improvement in this regard, and such are also ofted 
dropped from the service. 

"That retirement pensions will be granted is a strong inducement to pre- 
cisely those prudent, capable men in every community who would prefer to ren- 
der acceptable public service for moderate pay rather than engage in business 
or a profession for a considerably larger emolument. This is not mere theory, 
but that it has taken place in every country where pensions are granted is 
attested by those who know the facts. 

" Such is true economy. 

3. TO SECURE GREATER PERSISTENCE IN THE SERVICE. 

" It is obvious that it is bad, from the standpoints both of efficiency and of 
economy, to train a man in the civil service only to lose his services as soon as 
he really knows his business. This can never be entirely avoided, as the Gov- 
ernment will not often compete, of course, with private employers for the serv- 
ices of particular persons ; but it can be avoided to a very large extent if the 
reward of long and faithful service be a retirement pension, for in such case 
all who definitely prefer public service will remain. 

4. TO RELIEVE THE SERVICE OF EMPLOYEES WHOLLY OR LARGELY INCAPACITATED BY 

OLD AGE. 






That this is a desideratum requires no argument 

*Any so-called retirement or pension pjpn which fails to accomplish these 
ends can not be deemed satisfactory. 

III. Would a Plan of Voluntary Savings to Purchase Old- Age Annuities 

Answer the Requirements? 

" Obviously not, because while a few more would perhaps be induced to save 
precisely those for whose relief a pension is most needed, they who, for one 
reason or another, will be unable to save will yet remain unprovided for. 

"There is also nothing in such a system to answer any one of the four 
requirements : 

" 1. There would not be better service. No casual relation can be traced be- 
tween such a system and any one of those things which have been enumerated 
as making for efficiency. 

•• 2. There would be nothing in this to cause men to be willing to accept lower 
emoluments than they could secure elsewhere; therefore nothing to promote 
economy. 

•• 3. So far would it be from encouraging persistency that employees would be 
likely to quit the service in order to get the privilige of withdrawing their 
savings. 

"4. It would not in the least relieve the burden of incapacitated employees 
upon the service. It would not do so in any case until those who would now 
start saving had reached old age with an ample provision; it would not then 
do so as to others for whom the same humanitarian considerations would hold 
berths ; and in such case those who had saved would also hang on as now. 

"A purely voluntary system is not proposed by anybody. These considerations 
are therefore presented chiefly because of their applicability to other methods 
wlilch are proposed. 

IV. — ^A system op voluntary savings, subsidized by the government, would 

not answer the requirements. 

** Suggestion of such a system has been made at different times. It has also 
been tried several times in other countries as well as our own, in pension sys- 
tems set up by corporations (where it has worked best, but usually far from 
well ) or in public systems intended to avoid a general pension system. 

" Its failure to solve these problems, or, indeed, any of them, is notorious. 

" The most outstanding corporation example on this continent was the pension 
fund set up by the Grand Trunk Railway C!o., of Canada — abandoned for 
straight-out service pensions aftter many years* trial of it. 

"The most significant governmental example was the subsidized workmen's 
old-age annuity law of 1900 of Belguim, already acknowledged to be an utter 
failure and about to be abandoned. 
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"Partial success has been achieved by its use in encouraging self -provision, 
but it ad ways fails in comprehensiveness and certainty and does little or notic- 
ing in any case to subserve the four purposes set forth in point 2 of this brief. 

V. — A COMPULSORY SAVINGS OE CONTRIBUTION PLAN WOULD ALSO NOT ANSWER THK 

REQUIREMENTS. 

" The proposal has been somewhat insistently urged upon Congress that what 
should be done is to compel civil-service employees to save a sufficient portion of 
their salaries and invest it in a fund in the custory of the Government, to 
provide for their own retirement at a fixed age. 

"Would this conduce to' better service? 

"A prior reasoning and experience alike say * no.* It leads to general and 
persistent dissatisfaction and generally impairs the esprit du corps. 

" Would it tend to economy ? 

" It not only would not attract men who might command larger emoluments 
elsewhere, but would actually repel them, while, on the other hand, not in the 
least discouraging men who could only command smaller emoluments elsewhere. 
Would it lead to increased efficiency? 

On the contrary, so far as good men remaining in the service goes, it would 
in two ways operate to cause them to withdraw, viz : 

" 1. Through their resentment at the offer of this stone in answer to their cry 
for bread — this drain upon their incomes as a sardonic response to their 
petition for pensions. 

" 2. Through the temptation to withdraw accumulations of savings, after they 
were made, which they could only d^ by retiring from the service. 

" It should be remembered that savings are often, even usually, trenched upon 
because of dire necessity, such as sickness or death in the family ; that is, be- 
cause of some duty which all men deem superior to selfish, prudential consid- 
erations. The man who reaches old age in poverty is not infrequently he who 
has best fulfilled his duties to his family or the community and sacrificed him- 
self in doing so. 

" Would this relieve the service now? 

" Obviously, like all other plans based upon savings, it would not. The em- 
ployees who are now superannuated, not having been required to contribute such 
sums to make provision for their old age, would not be entitled to pensions now 
payable out of such fund. 

" Moreover, those who will be superannuated soon can not have saved enough. 

"Therefore relief to the service, as to the civil-service employees, would be 
delayed for an entire generation. 

" Bcause of these things it is generally conceded that a compulsory contribu- 
tory plan, standing by itself, would not answer. 

VI.— COMPULSORY CONTRIBUTION, SUPPLEMENTED BY COMPLEMENTARY PROVISIONS 

FOR EXISTING EMPLOYEES, IS ALSO NOT A SOLUTION. 

" The plan most insistently urged as a substitute for service pensions in the 
last Congress was compulsory deductions from salaries of certain percentages, 
according to present age for existing employees and age upon admission to the 
service for new employees, such deductions being sufficient, it was computed, to 
furnish certain annuities for life, beginning at a given age fixed for retirement. 

" Then, as the contribution required to purchase this income would, for those 
who are now approaching the retirement age, be utterly prohibitory, it was pro- 
posed that the Government under certain circumstances supplement the annuity 
paid for by their contributions, at a lower amount, so as to supply a certain 
minimum pension. 

" This supplementary subsidy would be largest for those who paid in least 
before retiring and smallest, indeed nothing at all, for those who paid in most ; 
for the idea w^as that after a generation elapses each would be supplying his 
own pension. 

" What chance is there that this would fulfill the requirements ? 

" Would it conduce to better service? 

" Undoubtedly it would create widespread dissatisfaction among civil-service 
employees ; the mere proposal of it has caused great consternation among them, 
and with good reason, for under it the Government would give : 

" Most to those who would contribute nothing, i. e., those who would at once 
be retired. 

"Much to those who would contribute little; i. e., those who would soon be 
retired. 
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VLittle to those who would contribute uuich, i. e., those who would not soon 
tnPretired. 

"Nothing to those who would contribute most; i. e., who would not retire 
before their own contributions would supply the prescribed incomes. 

" It would surely repel instead of attract men who could command larger 
emoluments elsewhere. 

" It would offer no inducement for such to continue in the service, but would 
operate against permanency of their employment by giving them their savings 
only in case they resign, and offering them nothing whatever as a reward for 
long and faithful service. 

" It would relieve the service now by rendering possible the retirements which 
ought to be made ; but that single advantage, it is clear, is due to the Govern- 
ment's gifts and not to the employees' savings, 1. e., to the incident and not to 
the principle of the plan. 

"If attempted, this system will demoralize the force In many ways; and 
experience shows that there will be repeated and insistent demands for increases 
in salaries to meet those costs and also for the substitution of service pensions. 

VII. COMPULSOBY SAVINGS, WITH SUCH SUPPLEMENT TO PROVIDE FOB PBE8ENT KM- 

PI.OYEES AND WITH A SUBSIDY TOWARD ALT. OTHER PENSIONS, ALSO A POOR AND 
INCOMPLETE SOLUTION. 



<« 



Attempts have been made to solve these problems by a device of the follow- 
ing type, viz : 

" Compulsory contributions by employees. 

" Contributions of a like or a proportionate amount by the employer. 

" These combined estimated to be sufficient to provide a certain income to all 
employees put on hereafter who reach a certain age while in the service. 

" For those now in the service the employer to contribute also enough to 
make their incomes, upon retirement, the same as if they had been contributing 
from the outset. 

" This or something akin to it has been the liest form which the contributory- 
pension idea has taken, as has been abundantly shown by experience. 

"It is doubtful that it improves the service; though, if the employer con- 
tributes regularly a large proportion, it mny be that in some cases such operates 
to offset the resentment and dissiitisfaction. 

" It would hardly attract men who could command mote elsewhere very 
much, and therefore economy would not be greatly fostered, for economy con- 
sists chiefly in getting better men for the money. 

" It will, or might, make for persistency and therefore efficiency ; this would 
depend upon whether the inducement due to the employer's contributions is 
strong enough. 

" In some cases the need to withdraw will undoubtedly outweigh all other 
considerations. 

" Experience has shown that under such plans there is constant pressure 
to have the accumulation of the employer's contributions paid also in each of 
the following cases : 

" 1. The death of the employee. 

" 2. The disabiblity of the employee. 

" 3. The voluntary retirement of the employee before the retirement age. 
after a certain minimum number of years of service. 

" It is difficult to resist these demands; each can be supported by persuasive 
arguments. To grant any of them — much more, all — greatly lessens the income 
which the contributions will supply the superannuated employees ; and to grant 
the last named may greatly militate against permanency, and therefore against 
eflSciency, by offering a prize for resigning. 

"Altogether, it is not too much to say that the virtues of this best of all the 
contributory plans consist of those features which are noncontributory, i. e., of 
the portions of the incomes supplied superannuated emjiloyees, as service pen- 
sions, freely contributed by the employer. 

VIII. THE CONTRIBUTORY IDEA IS FUNDAMENTALLY A MISFIT AND NOT ADAPTED TO 

SECURE THE DESIRED ENDS. 

" Fundamentally this provision should be, and will be, a special reward for 
long and faithful service. 

" If openly given as such, it forms a strong special inducement to the best 
men to enter the service and remain in it. This Is also not counterbalanced 
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by any other way of getting all or part of this provision without rendering 
long and faithful service. 

" Experience everywhere is that it is effective. 

" It is also an economical way to do it. In general, it will not call for an 
outlay of more than one-half as much by the employer as it would be necessary 
to deduct from his employees' salaries were it all provided that way. For, on 
the straight-pension plan, the employer need only contribute enough to provide 
for those who actually survive the retirement age in his service — rarely one- 
half of those who survive or one-quarter of those who enter his service. On 
the other hand, employees' contributions must be computed as if all would 
survive in the service, and the accumulations in respect of those who do not 
must be returned. 

If the employer contribute in such a contributory scheme as much as his 
employees, the chances are that he is assessing himself quite as much as out- 
and-out-service pension would cost him, and he will reap no such advantages 
from it in improved service, greater economy, and greater persistency of em- 
ployment. 

" Theoretically his contributions in such a scheme would not be so large, but 
practically the payment of the accumulation of his contributions also will cer- 
tainly be demanded in event of death, disability, or retirement after a few 
years. In such case — ^and tliat is the universal experience — It would be cheaper 
for him to give the pension outright and have this money go only to old and 
faithful employees. 

" Moreover, all contributory plans, however qualified, involve frequent and 
Insistent demands for higher salaries; service-pension plans certainly do not 
do so, but instead have a marked tendency to cause the best men to come in 
and stay In at lower salaries than they might command elsewhere. This is 
peculiarly the case when the employment Is reliable and steady promotion likely 
as In the public service. 

" There are also the following decided disadvantages : 

'* 1. The Government must accept the responsibility for the safe-keeping and 
Investment of the funds. 

" 2. If It does not guarantee a certain rate of Interest, the amount of the In- 
come to be purchased will vary (a) with the accumulation up to retirement age, 
(b) with its earnings after the retirement age. 

" 3. If it does guarantee the rate, It Is likely to be a low rate, and even then 
It is likely to lose money on its guaranty. 

" 4. Not even a guaranteed rate of Interest can make the pension bear a fixed 
relation to the term of service and the salary just before retirement, which Is 
necessary In order that a scheme be readily Intelligible and attractive. 

" 5. The Incomes so secured will be reduced very materially by the fact that 
contributions may be withdrawn before reaching the retirement age. 

" 6. They will be yet further very materially reduced by the fact that even 
when the income has been entered upon the amount of the accumulation not 
yet paid out in Income must be returned In event of death. 

" 7. In many cases the entire purpose will be defeated by the employee In- 
sisting upon taking the capital accumulated instead of the life Income. 

" 8. If changes In scales of pensions should be desirable, how are they to be 
made as regards past contributions, which will pay for just what they do pay 
for? 

"These disadvantages, as well as many others, attend all systems of con- 
tributory pensions based on the savings idea. 

" Their presence affords a lucrative field for actuarial and other expert advice, 
whereas a straight-out service pension plan calls only for a little, not complex 
or costly, service at the outset in arriving at probable ultimate costs, and 
especially at probable outlay for a number of years, both of which can be com- 
puted pretty closely if the requisite data can be had. 

" Notwithstanding that the contributory plans have supplied them many and 
frequent opportunities for earning fees, the greatest actuaries who have had 
wide experience in this work are, without notable exception, of the opinion 
that even the best-conceived contributory plans are not well suited to most 
conditions, and least of all to Government employments. 

"This association has a communication fi'om the British actuary, who is 
recognized as the most expert upon this subject, Mr. Henry William Manly, 
ex-presldent of the Institute of Actuaries, copies of which will be supplied this 
committee. 
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"In the current number (January, 1914) of the Journal of the institute he 
cjives in an article upon a compubsory contributory sclieine proiK)sed in New 
South Wales, which he condemns* the following illuminating and practical 
statement : 

" ' Now, the service of the State has a certain attraction on account of its 
permanence and security and the dignity attaclied to the appointment; but it 
also wants to attract the best talent and best business ability, which can always 
command its value, and it has to pay for it. At what price can it secure such 
men? We are now speaking of the salaries class. There is always some rela- 
tion between salary without pension and salary plus a satisfactory pension ; and 
it is the writer's opinion, derived from a long acquaintance with and study of 
the question, that the difference in the salaries generally is as much as 10 per 
cent ; it may be less at the young ages, say about 5 per cent, and greater in the 
ca.se of the high salaries, probably from 15 to 20 per cent, and more. 

** * Assuming that all enter from 18 to 20 years of age and retire, on the aver- 
age, at 62, or previous incapacity, a noncontributory pension of one-sixtteth of 
average of last three years' salary for every year of service, the pensioa not to 
exceed two-thirds of such afv'erage, would cost 7^ per cent of salaries reckoning 
interest at 3i per cent, or *'6i per cent of salaries reckoning interest at 4 per 
cent. Say the average salary without pension would be £200 a year ; how much 
less would a State employee be willing to take if he had such a pension guaran- 
teed to him for faithful service? ' 

" Mr. Manly makes it that he should be willing to accept from £10 to £15 per 
annum less, and continues: 

"*But taking the salaried service throughout, we believe that the cost of 
salaries and pension together would not be more than for salaries without pen- 
sion; and the State would have a contented, able, and efficient staff, without 
any extra cost to itself. There is a view, we believe a mistaken one, that the 
men would appreciate the pension more if they were made to contribute to !ts 
cost. We never came across anyone who did not fully appreciate the value of a 
noncontributory pension. But suppose the State required that the employee 
should contribute toward the cost; then the whole case assumes a different 
appearance. As the State actually takes from the employee money which 
belongs to h!m, an agreement will have to be made by which the money deducted 
will have to be returned on resignation, dismissal, or death, and if the pension 
payments do not amount to such deductions the difference will have to be 
returned, otherwise the State will be charged with robbery. Again, since the 
employee has to make a contribution out of his salary, he will require to have 
the salary he would otherwise be content with increaised by the amount of con- 
tribution he will have to make.' 

IX. A COMPULSOBY ASSKSSMENT PLAN WoULD AlSO NoT AnSWKR THE KeQUIBS- 

MENTS. 

** If, instead of requiring contributions on the basis of the income to be fur- 
nished after retirement being purchased by the accumulations of the employees' 
own contributions, whether or not the same are supplemented by accumulations 
of the employer's contributions, the pensions were provided for by compulsory 
contributions assessed against the employees as needed to supply pensions cur- 
rently payable, the requirements would be better answered in some particulars. 

" For instance, no question would perhaps arise about return of an employee's 
contributions in event of his death or his disability or his voluntary retirement 
before the fixed age for retirement if it were understood that they were BOkere 
assessments and were paid out immediately upon their receipt. 

" In like manner presumably no strong demand would be made that the 
amount contributed over and above the amount received in pensions be returned 
in event of death after the retirement age. 

*' These things would render it umiecessary to collect a dollar more than the 
amounts actually payable to the old and faithful employees who survive the 
retirement age during the remainder of the'r lifetime. It would reduce the 
deductions from salaries at least one-half — the amount can be approximately 
arrived at if the necessary data can be had — ^and if erai)loyee8 out of their 
salaries really ought to supply tlie rewards to their super aimuated comrades 
for old and faithful service, or any part of them, they would surely prefer to 
do in this way. 

" This is not mere assertion on the i)art of the subscriber hereto. The in- 
stances in this country of provision by labor unions for their aged comrades 
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are of that character ; and, as regards one of the oldest and strongest of them, 
when consulting him about possible extensions of their plan, its representatives 
required that only such a plan be considered. 

"The association of civil-service employees which preceded this, more than 
10 years ago, also in consultation with him professionally, through its repre- 
sentatives made it clear that, if a contributory plan was unavoidable, one which 
did not call for large accumulations and which would extract as little as pos- 
sible from the meager incomes of civil-service employees would be preferred. 

"The same general position was taken by virtually all the trade-unionists 
of France in opposition to the compulsory -savings old-age annuity law enacted 
in 1910 ; precisely what was the nature of this opposition was described to the 
subscriber hereto by their leaders while he was in Europe on an investigation 
fn behalf of the United States Bureau of Labor. 

" Therefore, while by no means intending to express the willingness of this 
association or its members — they have voted against all contributory plans by 
an immense majority — that contribution be demanded of them, the subscriber 
hereto expresses his opinion that this would be the least objectionable form, 
especially if the Government contribute at least half, precisely because it would 
cost least 

" Such a plan, by reason of resentment at the enforced contribution, would 
not make for the good of the service. It would not be economical, for it would 
not attract to the service those who could command higher salaries elsewhere. 
It would make for permanency, and it would relieve the service now. 

X. — STRAIGHT-OUT SERVICE PENSIONS COMPLETELY ANSWER ALL REQUIREMENTS. 

" Straight-out service pensions are deemed the best and cheapest by virtually 
all experts upon the subject. 

"Eixperience approves their verdict, for while contributory plans are often 
and indeed customarily abandoned for service pensions, no case of the contrary 
can be cited. 

"Among those who have so abandoned contributory for noncontributory plans 
are, as has been stated, the Government of Breat Britain and the Grand Trunk 
Railway Co. of Canada, both after a thorough trial of the former. 

" In the United States nearly all large employers who have done anything 
about it have granted service pensions outright. Among these may be men- 
tioned the United States Steel Corporation, International Harvester Co., Penn- 
sylvania Railway Co., New York Central Railroad Co., Chicago & North Western 
Railway Co., Southern Pacific Railroad Co., Westinghouse Airbrake Co., and 
American (Bell) Telephone & Telegraph Co. 

" Perhaps a hundred more substantial companies and firms could be added 
to this list. Almost the only contributory plans are to be found in the si)ecial 
cases of — 

"Banks and trust companies pensions, largely for employees with big 
salaries ; 

"Public schools — an assessment system, greatly resented, though deductions 
are most moderate. 

" The plan of out-and-out service pensions is cheaper in the long run, as has 
been shown, because it involves the payment of no money to any person except 
an employee retired as superannuated. 

" It is also cheaper because it tends to make employees contented with their 
salaries, whereas the contributory plans produce precisely the opposite senti- 
ment. 

" It is also preferable because it does not involve the accumulation of large 
funds in the hands of the Government or of trustees — always a peril. 

" Likewise, because it imposes no peculiar responsibility upon the Oovern- 
ment, as for custody and safe investment or for guaranty of earnings. 

" It also avoids the complicated and difficult problem of maintaining; the 
sufficiency and solvency of such fund, a problem which in all contributory 
systems calls for — though it does not often receive — the skilled attention of 
actuaries. Thus, the plight of Insolvent funds — a steady accompaniment of all 
public contributory schemes In this country so far — and the alternative of costly 
expert attention are both avoided. A moderate expenditure to investigate costs 
at the outset Is almost all that will be required, as regards such service, under a 
service-pension plan. 

" But most iiniiortant of all is that such a plan completely fulfills all requir^?- 
ments. 
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•" It makes for good service. The employees are always pleased with it ; not 
necessarily humbly grateful, for it is hot a cure for every thing, but appreciative 
and with better esprit du corps. 

" It conduces to economy. 

" Sucli is attained only by attracting men to the service who are worth more 
elsewhere than they will receive in the civil service. A good pension system 
will do this. 

" It gi'eatly Increases persistency in the service, and thus also efficiency. 

" Its influence is constantly to hold good men and cause them to make them- 
selves sure of the pension by giving full and efficient service. There is no 
greater waste than to train good men and then let them get away. 

•• It will fairly and without discrimination relieve the service now. 

" For under service pensions only will the employees now beyond, and the 
employees now approaching, the retirement age be retired on pension, without 
giving them anything which other employees in the service will not in turn, 
under like conditions, be entitled to receive. 

" V^herefore, it is submitted, a plan of providing reasonable service pensions 
for civil-service employees upon examination, at the expense of the Public 
Treasury, is clearly from every standpoint . indicated as the prudent, eco- 
nomical, wise, and humane thing for the Congress of the United States to adopt 
and put into effect without delay. 

" Respectfully submitted. 

" Miles M. Dawson, 
** Counsellor at Law, Consulting Actuary. 

" No. 141 Broadway, New Yobk, February 19, IdlJf" 

Mr. O'DoNOGHUE. I was going to say, Mr. Chairman, the Secretary 
of the Treasury, Mr. McAdoo, is going to bring the best actuaries, 
the insurance men, before him to ask them to aid in preparing a plan 
providing for the relief of war orphans. That is a splendid idea. 
They will come here before you, the best in the country. Bring Mr. 
Studensky here also. 

The Chairman. When will they be here? 

Mr. O'DoNOGHUE. Very soon. 

The Chairman. Have they been nominated yet? 

Mr. O'DoNOGHUE. Their names were mentioned in the press a few 
days ago. You might telephone to Secretary McAdoo. 

The Chairman. I will &id out from him. 

Mr. O'DoNOGHUE. I know some of the gentlemen paid me a tribute. 
I have given this great study. You can see, too, that Mr. Ryan and 
Mr. Flaherty, and Mr. McLarin, and the others have given intense 
thought to this and so have I. We come in contact with these people 
every day and we know what it means. In the last two or three 
weeks — ^I was speaking to one Friday; he was buried on Monday. 
The other one came down a week after. That is hard, you know, 
because these men should not have been there, but there should be a 
short time between the working time for the men and women to 
consult with the Creator and not go right over from the anxieties 
of official life. They all work for that. There are not very many 
of them, Mr. Chairman, because a great many of them do not want 
to retire until the last. They are game, genuine Americans, fighting 
to the last, and want to stay in the office as long as the}^ are able to, 
but when they begin to find they are not able they feel that is the 
time to get out. 

I might cite the Supreme Court^ because there are two men upon 
it to-day who could retire at any time — ^the Chief Justice, and Asso- 
ciate Justice McKenna. Each is working on, practically presenting 
the Government with his salary every day. And I remember Judge 
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Harlan died in the service, and Chief Justice Fuller. There are a 
great many of us who have the same Americanism and will stay to 
the last and give service as long as we can but there are some who 
will want to retire and it will be best for them and the Government 
to retire. 

Mr. Chairman, I believe that will cover it. I believe too that you 
are fully impressed with this subject. I have no doubt that you are. 
There is also a report of Mr. Abb Landis, from Memphis. He is a 
famous actuary, well versed, and he made a report to us here, and I 
gave it to the Secretary for the record, which I understand appears 
in the hearing. 

The Chairman. Yes. 

Mr. O'DoNOGHUE. I will not detain you very long. You have been 
very patient. A newspaper remarked the other day on the close 
attention you were giving to the matters presented here, and also on 
the questions you asked, and -it has heartened us. I tell them we have 
found the right man at last. I was going to say, sir, that I read a 
story one time that was about Alexander and Philip of Macedonia 
and Aristotle, who had come to consult with Philip on the birth of a 
child. You know every great man desires to have a son. Philip 
came back with the urbanity of the Greek and said that he was blest, 
not so much to have a son as that he was born in the age of Aristotle. 
Now, I congratulate you, not so much on being chairman of this 
committee as on being chairman of it at this time when you can 
leave a name that wiu go down to history, and I have said in the 

fublic press and I repeat it — that you are just the man to do so. 
thank you. 

Mr. Alcorn. Mr. Edward J. Ryan, president of the Railway Mail 
Association of the Post Office Department, in the mail service, 
would like to be heard for a few moments. 

The Chairman. All right, sir; very glad to have you. You may 
proceed, sir. - 

STATEMENT OF ME. EBWABD J. BYAH, PBESIDENT BAIIWAT 

MAIL ASSOGIATIOH. 

Mr. E. J. Ryan. Mr. Chairman, last Sunday I was at my home in 
Boston, and when I stepped in here this morning I listened with 
much interest to the remarks that were made by previous speakers. 
I was interested in the address that Mr. Flaherty made as to the 
extent of the retirement system in Massachusetts. I think everybody 
in the State service there or in the service of the city of Boston are 
retired. It is not generally known, however. 

The Chairman. Have you any figures as to the number in service 
and the number of retirements or could you get those figures for me 
and put them in the hearing? 

Mr. Ryan. I think I can get them. I am not fully prepared this 
morning. 

The Chairman. I would be very glad if you would get those 
figures and put them in here. 

Mr. Ryan. All right, Mr. Chairman, I will do that. It is not 
generally known, however, that the city of Boston goes so far as to 
retire everybody that works for it, even the day laborer — ^the fellow 
who digs in the streets or in the paving department — the street 
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cleaner is retired. A few years ago they received $2.50 a day, and 
then they were raised to $2.75, and recently, I believe, $3 a day. 
The charwomen are also retired, the women who do the scrubbing 
in the public buildings there — ^in the city hall. I noticed a pieoe in 
tlie paper just a few weeks ago where one of them, residing in Dor- 
chester district, had been retired after 30 or 35 years of work. 
Sunday, when I was at home, I was reading the Boston Post, and 
this came to my attention. X will read it to you (reading) : 

THBEE HORSES PENSIONS!) — ^EACH IN FIBB WOBK 18 OB 19 YBABS. 

Three veterans of the Boston fire department have been retired by order of 
Fire Commissioner Grady. They are " Baby," " Cubby," and " ShoebaU," wh.o 
have been galloping to fires for the last 18 or 19 years. They are now living 
at Red Acre Farm, in Dedham, on a pension of green grass and hay for the 
rest of their lives, with plenty of oats when needed. 

"Baby," the oldest, v^as attached to engine 3, Harrison Avenue. He had 
been 13 years in the service, and is 19 years old. " Shoeball," who is a few 
months younger, has been attached to engine 34, Warren and Qunicy Streeta 
The youngest, "Cubby," is 18 years old, and has been pulling engine 29, 
Brighton. These veterans of the service have merited their pension by faithful^ 
efficient service of the finest quality. They have been favorites of the depart- 
ment for years. 

That is something the people do not know, but it is a fact that 
in Boston the fire department pensions the old fire horses; that is, 
when they become old instead of selling them to a contractor for a 
few dollars who might make them work for many years more, they 
have this Red Acre Farm in Dedham, and there are a number of 
old Boston fire horses out there and all they have to do is to stay 
there until they find plenty of pasture. 

This struck me as being exceptionally singular at this time, because 
I cut that clipping and had it in my pocket. 

The Chairman. I think that is very general. They dp that in 
Memphis, I know, and I happen to have a mare that is 27 years old 
pensioned for a number of years myself. 

Mr. E. J. Ryan. That is very good. I think it would be a greater 
demonstration of humane interest if it was done in all the big cities. 
But singualrly enough when I arrived in this city Monday I found 
this letter awaiting me [exhibiting letter]. This is not written by 
a man who has been dismissed from the Railway Mail Service, but 
by a friend of his, addressed to me h,ere. It reads as follows : 

Kansas Oitt, Mo., July 6, 1917, 
Mr. E. J. Ryan, 

President Railway Mail Association, WorShington, D, C, 

My Deab Mb. Ryan : I write you at this time to advise you that Richard M. 
Gallup, at present on the Altamont & St. Joe R. P. O., has been notified that 
after July 14 the R. P. O. service on that line will be discontinued and that his 
service and connection with the service will cease on that date and pay stop. 

If there ever was a thing that gets close to our heart strings it is such action 
as this by officers of the Railway Mail Service. Mr. Gallup has given 35 years 
of the best part of his life to the mail service and now to be summarily dis- 
missed to either starve or live on charity or friends is a pretty hard propo- 
sition ; especially is this so in his case, as he is still active and capable of per- 
forming much service if they would let him. He is now in his seventy-sixth 
year, and has always been a faithful, conscientious clerk, always ready to do 
his task cheerfully and willingly. 

His wife Is still living and Is only a year or two younger and her. health Is 
poorly, not even able to do her own housework unassisted, what the old couple 

1777—17 ^9 
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are to do is a serious and vital question, as it is coming to all of us sooner or 
later if the present policies continue. 

All they have is their home, which I understand is clear of incumbrance, but 
they can not eat It, and if they sell it where will tliey live for very long paying 
rent and eating, too. 

Mr. Gallup formerly ran on the Council Blufte & Kansas City, and was on the 
St. Joseph & Grand Island when I came into the service. Later he was as- 
signed to the St. Joe & Topeka, and a year or so ago was given the Altamont 
& St. Joseph, where he was when removed. 

The only reason given is stated thus: "This in view of the large number 
of surplus clerks throughout the Railway Mail Service and your physical 
condition. This action is taken without prejudice.'* 

Mr. Ryan, I do not know what you can do in this case, but thought that you 
should know it and maybe that with your personal acquaintance with the 
Members of Congress you might be able to get some Members interested, who 
were able to bring enough pressure to bear to get him reinstated, or rather 
to have his dismissal papers withheld. 

There are plenty of places in the St. Joe Terminal where he could perform 
efficient and sufficient service to warrant keeping him for several years yet. 

Then he concludes this by saying, " Another cause for some plan 
of retirement." I will not mention the name of the clerk that wrote 
the letter to me, because we are passing through a rather serious 
period in our service just now, and if anybody gives out information 
they are liable to be removed. 

The Chairman. What is the age of that man? 

Mr. E. J. Ryan. He is 35 years in the service. I could not help 
drawing the comparison in my mind after reading the newspaper 
clipping regarding pensioning the horses and receiving a letter of 
this kind. This is not the only case in the service. There are several 
cases like it which have come to my attention. It is also interest- 
ing to me because I heard Mr. Flaherty refer to the honorable 
Second Assistant Postmaster General as postmaster for the District, 
a position which he formerly held. He is now Second Assistant Post- 
master General. I could not help but thinking that what he did 
when he was postmaster in the District of Columbia is just what 
he is doing as Second Assistant in charge of the Railway Mail 
Service, simply removing old men because they are old. That is the 
human side ox the question and it is one very seldom referred to in 
discussing the subject of retirement. The employee has not any 
argument to sustain the contention that he should be retired if it 
is going to be simply one of humanity or charity, and I never use 
either angle in attempting to convince anybody why a civil-service 
law should be enacted. To my mind it strikes me as being a purely 
business proposition. In other words, the money that the Govern- 
ment would have to invest in a retirement law would be a good busi- 
ness investment. They would get a greater percentage of return on 
that investment than any of us would by investing our money in 
some private business. 

We all know that the Government for some yeai-s past has been 
active in restricting these gigantic combinations of capital in busi- 
ness. The Sherman antitrust law is a very representative illustra- 
tion of that feature of the Government's activities. We also know 
that there are propositions afoot to curtail their profits or to assess 
the excessive profits. Still it is true that the great business concerns 
of the couiitry all have some form of retirement. Now I heard a 
man once say that the Government employees simply desired to put 
their hands into the pockets of the United States Treasury whenever 
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they could to get something out of it for themselves, and that is 
practically all they desire in asking for a retirement law. I thought 
that statement over considerably, and I could not agree with them. 
He spoke about representatives of the organization being in Wash- 
ing, about rural constituents in his district, and how they didn't have 
the representatives here, and if the retirement law was passed eventu- 
ally they would have to pay through some system of taxation directly 
or indii-ectly. So I thought the subject over and that statement con- 
siderably, and analyzed it and made comparisons to find out whether 
he was justified in that statement and I could not agree with him be- 
cause I was convinced that if it was necessary for the Federal Gov- 
ernment to step in and stop excessive profits of combined capital and 
business, of combinations of wealth, if it was fair to criticize these 
organizations in the private business life in trying to take every- 
thing they possibly could out of the pockets of the consumer — we 
have seen all kinds of cartoons and illustrations of the common 
people being held up by the throat and somebody going through his 
pockets representing the big trust — if that be true, I could not lead 
myself to believe that they were so charitable, so kind to their em- 
ployees that they provided these systems of retirement in their busi- 
ness, and it stands to reason that is very true. They provided these 
systems because it is good business. 

I was reading a magazine article not long ago where some figures 
were taken of the automobile industry in Detroit. It seems in order 
to get about 6,000 steady employees during the course of the year 
it was necessary to engage 42,000 different people. They were going 
and coming, coming and going, not satisfied, and they would just 
simply leave the city or go to some other factory and get another 
job. Now it cited that as a waste of labor and went on to say that 
something would have to be done to stop that because it meant many, 
many dollars lost in business. It affected the Government's opera- 
tion of our business throughout the country, especially in these times 
of war, this great turnover of men in a year. This same condition 
exists in the Government service where men come into service and 
go out. In our service particularly, this condition has been much 
more acute than ever before. Any number of men come in and 
find out there is no retirement, that the promotions do not come along 
the way they were advertised by some or these correspondence schools, 
and the inducements all vanish, and during last August or so, in some 
of the chief clerical districts that qualified, many men had taken 
the examination and got on the eligible list, and from 30 to 66 per 
cent of these men refused the appointment in the Government serv- 
ice because able to do better in larger businesses outside, and a good 
many of these places have some kind of a retirement law. 

Now% for the Kailway Mail Service Association, which I have the 
honor to represent, I will state that two years ago at San Francisco 
at our national convention there we passed a resolution in favor of the 
noncontributory form of retirement. That was consistent with action 
taken by the organization for many years preceding. We had our 
national meeting at Cleveland during the month of June from the 
19th to the 22d of June — that was last month. It is notable that 
the national convention of this year went on record in favor of a re- 
tirement law. They did not determine or did not specify which 
they preferred. The inference, of course, is and the intent of the 
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delegates there was undoubtedly that what they wanted was a retire- 
meat law. They were not going to argue about what form it should 
be. The fact is that tiie principal feature in connection with the 
proposition of a retirement law is not so much the exact form that it 
is to take as the immediate necessity of it. In other words, the time 
that it is to be put into effect is a great factor, because there are cases 
(of men getting out every week in our service and practically every 
day, if you take the entire Government sei'vice, and the time that the 
Jaw comes is as much of a serious question as ttie exact form that 
it is going to take. 

I believe, Mr. Chairman, that is all I desire to submit except that 
so far as our Railway Mail Association is concerned we want a re- 
tirement law as quickly as we can get it, and as far as the detailed 
principles of the law are concerned we are willing to leave that to 
the pudgment of the members of the committee or to the committee 
of Congress that reports it out, and to the judgment of you Members 
of Congress as to which plan or what the form of it is to be — ^what 
you think is best for the tjovernment and for the employees. 

Mr. Alcorn. I desire to introduce to the committee a gentleman 
who has gone into this subject for a number of years, and I believe 
you will agree with me that he is one of the most able exponents of 
the retirement question to-day. Dr. Llewellyn Jordan, chief of the 
bonding division of the Treasury Department. 

The Chairman. The committee wul hear Mr. Jordan with inter- 
est, I am sure. 

STATEMENT OF DB. LLEWELLYN JOBDAN, CHIEF OF TE^ 
EONDINO DIVISION, TBEASTTBT DEPARTMENT. 

Dr. Jordan. Mr. Chairman, members, ladies, and gentlemen, I was 

foing to state at the outset, after that rather laudatory introduction 
pom the chairman of our committee on retirement, that owi^ to in- 
sufficient time to present anything like an argument that I would 
simply have to content myself with some introductory remarks and 
submit as a part of my statement some material to go in the record, 
which I have prepared for the help of the committee in formulating 
a bill. I wish to say that the speakers who have preceded me have 
very lucidly covered the entire field. There are some fundamental 
principles, though, that will confront your committee, and I want 
to refer to a few in passing. 

One of the speakers called attention to the fact that during the 
long period of agitation, covering now some 18 years, all bills intro- 
duced into either House of Congress looking to the retirement of 
superannuated employees of the civil service have restricted the 
retirements to what is known as the classified civil service of the 
Government. But he omitted to refer to one very important fact in 
connection with all these bills, and that is that in every bill thus far 
presented for the consideration of Congress a section has been written 
into the proposed law which empowers the Executive, the Presi- 
dent of the United States, to extend the benefits and provisions of 
any law which may be enacted to other groups of employees. 

It was thought wise at the outset — and personally I have no reason 
to change my conviction upon that point now — ^that the initial effort to 
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take care of the superannuated people in the civil service of our GoV- 
ersBftent should be restricted to what is known as the classified civil 
service. We have got to make a start, and after making that start 
with some show of experimentation in making it we should, in my 
judgment^ properly confine it at the outset to the classified civil serv- 
ice as denned by the United States Civil Service Commission with 
the proviso, as all bills contain, that the benefits of the law may be 
extended in the wisdom of the Executive to other groups of employees 
who are now embraced in what is known as the unclassified civil 
service. 

No effort has been made to embrace those employees who properly 
come within the domain of the legislative branch of our Government, 
hence the employees at the Capitol and in the Library of Congress 
have been excluded in all bills. Our effortfe have been directed 
mainly to taking care of those superannuates in the classified civil 
service who coiue within the executive branch of our Government. 
The ehairntan asked, in answer to a question of one of the speakers 
who this new committee was that Mi^. McAdoo has appointed in order 
that the chairman mi^t have the opportunity, I take it, to consult 
with the actuaries who will cooperate with the Secretary of the Treas- 
ury in formulating some pldn of taking care of the soldiers and 
sailors who are called to the front. That committee consists of 10 
gentlemen representing the life insurance companies^ with the excep- 
tion of one lumber who represents the Maryland Casualty Co., of 
Baltimore, Md. Another gentleman on that committee, and one that 
we already know, is Mr. Arthur Hunter, an actuary who, in the initial 
stages of this work, started in 1900 with the Undted States Civil 
Service Retirement Association and did some very fine and satisfac- 
tory work in com|>ilifig d«ta and statistics and the cost of puttitig a 
scheme of retirement into effect at the time that he made his compu- 
tations. Mr. Hunter is well versed in matters of this kind because 
he has served very recently as a member of the committee appointed 
by the mayor of the city of New York which had to do with a study 
o^ the nine different pension schemes affecting employees in the great 
city of New York, and Mr. Hunter served as a member of the mayor's 
board. I do not know that Mr. Dawson was a member of it, or what 
other eminent actuaries as^sted. 

I might interject at this point a statement with reference to charac- 
ters and forms of proposed retirement plans. It was the concensus of 
that cotafimittee, after studying the niiie different pension schemes 
affecting the employees of the city of New York that all of them were 
then in a more or less insolvent condition. Particularly was that 
true of the teachers' pension scheme — ^that no fair or equitable sys- 
tem of retirement as applied to mtmicipal, State, or governmental 
employee could be properly formulated that did not recognize a 
contractual relation between the employer and the employee, and 
with that fundamental premise the conclusion was reacbed that the 
only fair and equitable system of retirement that would stand the 
test of time and that would prove actuarially and economically sound 
was a system which contemplated and provided for a contribu- 
tion from the employer as well as the employee. And it is my judg- 
ment that when this committee and both committees in Congress take 
a firm grip upon this retirement situation, as I believe you will, and 
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study the illuminating material on the subject and carefully dissect 
the conclusions of the most eminent men who have given years of 
thought and study to this subject, that you will agree that in the in- 
terests of the Government and of the employees themselves that the 
only fair and equitable disposition of this matter is to divide equally 
between the Government and its employees the contributions. 

I want to say that I am in a position where I have an opportunity 
to judge. I come in close contact with the officials of my department, 
and I know that it is increasingly difficult to obtain the services of 
competent and capable male and female employees at the totally in- 
adequate entrance salary which the Government is now willing to 
pay to those who desire to enter the civil service of our country. I 
have a concrete illustration in my own division in the Treasury De- 
partment where a salary of $1,000 a year is offered to stenographers 
and typewriters. I have made repeated demands on the civil service 
for an eligible, have received names of three tiiat were willing to 
accept the position, and upon tender they declined because they have 
more lucrative employment in the outside world, and that brings me 
to this thought, that the fundamental thought at the bottom of this 
whole question of civil-service efficiency is the absolute necessity for a 
reorganization of the service so that there will be an incentive to the 
men and to the women who desire to serve their country in the civil 
service of looking forward to something that will approach at least a 
career that wiir offer to them upon proven merit and efficient conduct 
and service opportunity for promotion, and in the last analysis an 
opportunity for honorable retirement. 

I wish, Mr. Chairman, that while you are so seriously considering 
this question that you would in some practical form and fashion see 
if the Committee on Civil Service and Eetrenchment of the Senate may 
not in its endeavors coordinate those efforts with the corresponding 
committee in the House. I have been privileged to make these 
statements and have set out at great length statistics and figures in 
hearings covering a period of more than 18 years and never yet have 
we had any coordinated effort between the committee of which you 
are at the present time chairman and the corresponding committee in 
the House, and it is no breach of confidence for me to say that the 
chairman of the committee in the House has stated to me and others 
that it is not his intention to formulate or approve a retirement bill 
until the President of the United States— or the administration acting 
through the President — indicates his pleasure in that regard. 

Mr. Flaherty, in his remarks, referred to this effort as a pre- 
paredness proposition, and I wish to recall to the chairman's at- 
tention the fact that the retirement pay now given to Army and 
Navy officers, the commissioned staff, and later to the enlisted men 
in the service, was the result of 40 years of agitation prior to the 
Civil War, and the adoption of a retirement system at the outbreak of 
the Civil War was made necessary because it was then believed im- 

fortant as an incentive to these men to retain thfem in the service. 
*rior to that time commissioned officers graduated at West Point 
and Annapolis had left the service in numbers to go into private 
employment and more lucrative positions in the business world. 

Now, it seems to me that it is quite opportune that we should press 
upon the attention of your committee, and upon Congress and the 
country, the necessity for the enactment of this legislation in the 
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interest not only of a more efficient public service foi' the future 
years, but because of the very strenuous endeavors now made by 
the civil service to keep up with the increasing burdens which Con- 
gress is loading upon the executive branch of the country. I could 
say more, Mr. Chairman, but the time is short. 

The Chairman. I will say to you we will hold another session 
later on. I will be able to hear you further then, if you wish. Your 
remarks seem very interesting and 1 am glad to hear them. 

Dr. Jordan. In conclusion, with the gentlemen in charge of our 
committee, I would like to continue these hearings so that the re- 
sponsible officers in the different departments of the Government 
may bave a chance to be heard. The chief clerks of these va^rious 
departments know the conditions which confront them. I see no 
representative from the Treasury, except myself, and I am here 
because I speak in the interest of an organization, but every de- 
partment ox the Government should be represented here. The Cabi- 
net officers have repeatedly urged this kind of legislation upon the 
Congress and upon the country. Now, why are these gentlemen not 
here ? Why are these departments not represented ? I will tell you 
why. They are waiting for an invitation from the chairman of the 
committee. I have personally pleaded with a number of representa- 
tives from the departments to come before this committee. They 
would come if invited to appear, and urge this legislation. I hope, 
Mr. Chairman, that you will find some way to get them here. 

The Chairman. If you give me the list I will be very glad, 
indeed, to do so. I will say that Mr. Warner in particular made a 
very excellent m-esentation. 

Dr. Jordan. There are lots of others just as well informed and 
willing to appear. 

The Chairman. I think we should have Mr. Brown by all means, 
as he is the head of the Efficiency Bureau, and then anyone else who 
can give us the figures. In other words, what the Senate wants to 
know, what our committee wants to know, will be, what is it going 
to cost the Government and what it will cost the employees; whether 
the cost should be combined or whether it should be borne by the 
one side or the other. These are the main questions and what we 
want to get at. The proof we want is the testimony of men who 
have the figures and can give them to us; how many men are going 
to be affected, precisely or as nearly as possible ; of course, you 
can not be precise about it. Then 1 should think some limit of 
service should be established in the bill ; in some of these bills it is^ 
and in some not. I want to hear from Mr. Keating, who has a bill 
on this subject, and also from Mr. Watson and Senator Pomerene. 
I will be very glad, indeed, to have all of them give their views 
about it. They all have pronounced views. 

Dr. Jordan. Senator Pomerene told me he hoped to be a member of 
your committee. 

The Chairman. I am going to ask him to come before the com- 
mittee, anyhow. He has given very helpful thought and energy to 
the subject. 

Dr. Jordan. Have you any suggestion to make, Mr. Chairman? 

The Chairman. I think we had better adjourn over until another 
day next week and that you gentlemen get together and get up a 
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list, not too long, but men who are very competent to come here and 
give us the facts and figures. 

Dr. Jordan. Will you n^me a day? 

The Chairman. Next Tuesday — ^would that be all right? It takes 
two days for the mail to come from Tennessee to Washington and 
Tuesdav is my li^ht day ; they don't write much on Sunday. 

Dr. Jordan. It is quite agreeable to me. What hour? 

The Chairman. Say next Tuesday at 10 o'clock. 

Mr. Alcorn. I suggest we make it the latter part of the week. 

The Chairman. Very well ; the committee will now adjourn until 
next Thursday at 10 o'clock. 

(Whereupon, at 12 noon, the committee adjourned to meet on 
Thursday, July 19, 1917, at 10 o'clock a. m.) 
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THXrBSBAY, JULY 19, 1917. 

United States Senate, 
Committee on Civil Service and Retrenchment, 

Washington^ Z>. C. 

The committee met pursuant to adjournment at 10 o'clock a. m.,. 
in room 226, Senate Omce Building, Senator Kenneth D. McKellar 
presiding. 

Present: Senators McKellar (chairman), Smoot, Wolcott. 

Also present : Dr. Llewellyn Jordan, Mr. George R. Putnam, Mr^ 
Edwin F. Sweet, Brig. Gen. HiBury P. McCain, Mr. Thomas Ewing, 
Mt. Calvin Satterfield, Col. Henry P. Birmingham, Capt. Charles P. 
Dailey, Mr. Charles M. Galloway, Mr. James L. Baity, Mibb FloMico' 
£theridge, Mr. James W. Wilmeth, Mr. Walter W. Wafwick, Mr. 
T. J. Fitegerald, Mr. Herbert D. Brown, Mrs. Frank lBi. Hallas, Mr. 
Pickets Neagle, and Mr. Robert H. Alcorn. 

The committee resumed the consideration of the bills (S. 157, 281, 
and 633) for the retirement of employees in the civil service. 

The Chairman. The committee will come to order. Mr. Joixlan, 
you may continue your remarks. 

STATEMENT OF DB. LLEWELLTV 70BDAH, CHIEF OF THE BOND- 
ING DIVISIOK, TBEASTTBT BEFABTKEHT— Besumed. 

Dr. Jordan. I want to conclude my statement, Mr. Chairman^, 
members of the committee, and ladies and ^ntlemen. There ure 
quite a number present here who wish to be heard, and to me it is 
particularly gratifying that we have with us so many representative^ 
officials of the Government who will tell this committee of the abso- 
lute necessity in an administrative way for the retirement legislation. 
In ooncluding my remarks, Mr. Chairman,! simply want to emf^asize- 
what I stated at the last hearing — ^that in any fair and equitable way 
of dealing with this subject, the committee must take into considera- 
tion in the questitm of cost how that cost shall be distributed. It is 
my view, as I attonplied to state at the last bearing, that the cost of 
this retirement should be equally distributed between the Govern- 
ment and its employees. Of course, in making that statement it 
will be understood that for those employees who have reached the 
age of retirement as fixed by any legislation proposed, that the Con- 
gress will haVe to provide the money directly from the Treasury to 
take care of these superannuates. 

137 
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I also want to emphasize this point, which I believe is well worth 
while considering, and that is, that in any scheme of compulsory con- 
tribution on the part of the employees, those employees who are in 
the service at the time the law becomes effective should be permitted 
to exercise an option as to whether or not they will come under the 
provisions of that act within a reasonable period of time allowed for 
the exercise of that option. I make that statement because in the 
light of the experience of the Canadian Governnaent when they, at- 
tempted to pass from the straight civil-service pension proposition 
where the Government paid the entire cost to the partially contribu- 
tory scheme they were confronted with the diflSculty of imposing 
upon these people who were in the earlier ages in the service the 
provisions of that compulsory savings act. Therefore, in my judg- 
ment, in any plan that contemplates compulsory contributions on the 
part of the employees, there should be an optional feature in the bill 
allowing them to exercise the option within a reasonable period. 

There has just come from the public press a report made by the 
Carnegie Foundation, to which reference was made by one of the 
speakers at our last hearing, and I would like to read into the record 
a brief excerpt from it which summarizes the conclusions of the Car- 
negie Foundation as to tilie underlying principles iij any equitable 
and economically sound retirement plan. I will read it [reading] : 

The problems involved in establishing a new pension plan are obvious. The 
chief of .these is financial, but the cost can not be calculated without a knowl- 
edge of the facts involved and rigid adherenoe to principles accepted from the 
start. An actuarial valuation is necessary not only at th^ inauguration of a 
new system, but periodically during its existence. Retirement should be on the 
basis of age, not merely on a Bervice -basis, but provision should be made for 
retirement on the ground of disability, adequately attested by physicians em- 
ployed by the pensioning authority and periodically reinvestigated. Definite 
rules must be laid down to govern cases of service outside the system covered 
by the pension. Provision should be made for the return of contributions with 
interest in case of resignation, dismissal, or death. But each additional ben^t 
means an increase in the amount of the annual contributions. 

That is quoted from page 11? of the eleventh annual report of the 
president and'^of the treasurer' of the Carnegie Foundation for the 
Advancement of Teaching, published in October, 1916. Then there 
is another report from which I read a very brief extract which T 
wish to incorporate in my remarks [reading] : 

The essential and outstanding fact for both the teacher and the college to 
face is that there is no means by which a man entering the career of a 
teacher can be assured of a pension 30 or 40 years later except under a plan 
which sets aside each year a reserve necessary to provide a pension at the 
age agreed upon. Neither the teacher nor the college, can obtain this security 
without participation in the eost^ and onl^v in tliis way cap the cost of the 
pension be definitely related to the cost of tlie salary list. 

That is from page 13 of Bulletin No. 9, entitled "A Comprehensive 
Plan of Insurance and Annuities for College Teachers," by Henry S. 
IMtchard, president of the Carnegie Foundation for the Advance- 
ment of Teaching, published April 15, 1916. 

Mr. Chairman, I wish to submit also as a part of my remarks some 
exhibits which I will hand to the stenographer. 

The Chairman. Very well, they may be incorporated in the record. 
We will hear now from Mr. Putnam: 
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(The exhibits referred to above are here printed in full as follows :) 

[Explanation : Matter in italics is new; matter in brackets [ ] is old law to be omitted.] 



AN ACT To amend the Greater New York charter and to repeal sections ten hundred and 
ninety-two-a, ten hundred and nlnety-two-b and ten hundred and nlnety-two-c thereof, 
in relation to teachers' retirement fund. 



The People of the State of New York, represented in Senate and Assembly, do 
enaet as follows: 

Section 1. Section ten hundred and ninety-two of the Greater New York 
charter, as re-enacted by chapter four hundred and sixty-six of the laws of 
nineteen hundred and one, and amended by chapter five hundred and thirty 
of the laws of nineteen hundred and two, chapter one hundred and seventy- 
seven of the laws of nineteen hundred and three, chapter six hundred and 
sixty-one of the laws of nineteen hundred and five, chapter one hundred and 
sixty-seven of the laws of nineteen hundred and seven and chapter four hun- 
dred and seventy-six of the laws of nineteen hundred and fourteen, is hereby 
amended to read as follows: 

8 1092. The following words and phrases as used in this aet, unless a different 
meaning is plainly required by the context, shall have the following meanings: 

(1) ** Retirement system" shall mean the arrangement for the payment of 
retirement allowances, under the provisions of this act. 

(2) " Retirement association " shall mecm the teachers' retirement associa- 
tion provided for in subdivision B of this act, 

(3) " Retirement board " shall mean the teachers' retirement board provided 
for in subdivision C of this act 

(4) ** Medical board'* shall mean the board of physicians provided for in 
9ubdivisiofi T of this act, 

(5) " Board of education " shall mean the board of education of the dty of 
New York. 

(6) " Public school " shall mean any class, school, high school, normal school, 
training school, vocational school, truant school, parental school, and all schools 
or classes conducted under the ordei\and superintendence of the board of educor 
tion, and llic schools or classes maintained by the department of public chari- 
ties or by the department of correction in pursuance of the rules established 
or to be established by the board of education, or by the commissioner of public 
charities or by the commissioner of correction for schools or classes maintained 
by such commissioners, respectively. 

(7) ** Teacher** shall mean the city supeiHntedent of schools, the associate 
eity superintendents, the district superintendents, the director and the ass^istant 
director of the division of reference and research, the director and the assistant 
directors of the bureau of compulsory education, school census and child wel- 
fare, the members of the board of examiners, the directors and the assistant 
directors of special branches, the supervisor and the assistant supervisors of 
lectures, all principals, vice-principals, assistant s-to-principals, heads of depart- 
ments, and all regular and special teachers of the public day schools of the city 
of New York, and all employees of the board of education appointed to regular 
fwsitions in the service of. the public schools at annual salaries and whose ap- 
pointments were made or shall hereafter be made fro^n eligible lists prepared as 
the result of examinations held by the board of examiners of the department of 
education. 

(8) " Present-teacher** shall mean any teaaher employed in the public schools 
MS a teacher on the first day of August, nineteen hundred and seventeen, or 
on leave of absence on said date. 

(9) " New-entrant ** shall mean any teacher appointed to serve in the public 
schools after the first day of August, nineteen hundred and seventeen. 

(10) " Contributor** shall mean any member of the retirement association. 

(11) " Transferred-contributor** shall mean a contHbutor as defined in subdi- 
vision I of this a^t. 

(12) "Beneficiary ** shaU mean any person in receipt of a pensuyn, an annuity, 
a retirement allovmnce, or other benefit as provided in this act. 

(13) ^'City-service *' shall mean any service as an employee of the eity of New 
York or of an/y department, bureau, board or corporation created under the 
provisions of tlie Greater New York charter, or as an employee of any of the 
municipalities, counties or parts thereof which are included within the bound- 
aries of the city of New York or which have been incorporated into said city. 
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(14) ** Priar'Service " shall mea^ aU cii^^ervice and aU teaching or Buper- 
visory service vn schools or colleges not maintained by the city of New York 
computed to and indnding the sixteenih day o/ September, nineteen hm4ted 
and seventeen, in the case of a present-teacher and in the case of a new-entrant 
to the date of his appointment as a teacher, subject to the limitations and re- 
strictions imposed by subdivision H of this act. 

(15) " Total^ervice " shall mean all prior-service together toith all «tib«eqii€nl 
service as a teacher or contributor as provided in this act, 

(16) " Service retirem^ent " shall mean retirement as defined in subdivision K 
of this act 

(17) " Disability retirement " shall mean retirement as defined in subdivisiw 
L of this act, 

(18) "Average salary" shall mean the average annual salary eamahle by a 
contributor for the ten years immediately preceding retirement except that in (xue 
a contributor shall retire prior to the first day of January, nineteen hundred 
and twenty-two, average salary shall meam, the average annual salary eamable 
by the contributor since the first day of Jan/uary, nineteen hundred and twelve. 

(19) " Minimum contribution " shall mean (a) the amount realised by deduct- 
ing from the salary of a contributor three per centum of his eamable salary; 
or (b) such per centum thereof, if less than three per centum, as shall be com^ 
puted to be sufficient, with regular interest, when paid untU age sixty-five, to 
provide for him on retirement at that age an annuity which, when added to his 
pension provided for in this act, will provide a retirement allowance of figty per 
centum of his average salary, 

(20) *' Minimum accumulation ** shall mean the amount created by the accumu- 
lation of the minimum contributions, together with the regular interest thereon. 

(21) **Accunpulated deductions " shall mean the totcU of the amounts deducted 
from the salary of a contributor and standing to the credit of his individual ac- 
count in the annuity savings fund, together with the regular interest thereon. 

(22) ** Regular interest " shall. mean interest at four per centum per annum, 
compounded annually, 

(23) "Pension" shall mean payments for life derived from a^propriatum 
made by the city of New York and from any other sources of revenue of the 
pension reserve funds as provided in this act, 

(24) ** Annuity" shall mean payments for life derived from contribuii(^% 
made by a contributor as provided in this acU 

(25) "Retirement allowance" shall mean the pension, plus the annuity. 
(56) "Pension reserve" shall mean the present value computed on the batis 

of such mortality tables as shall be adopted by the retirement board, with regu- 
lar interest, of the future payments to be made on account of any pension 
granted under the fMrovisions of this act. 

(27) "Annuity reserve" sMll mean the present value computed on the basif 
of such mortality tables as shall be adopted by the retirement board, with regu- 
lar interest, of the future payments to be made on account of any annuity or 
benefit granted and based on the accumulated deductions of the contributor. 

(28) " Expense fund " shall mean the fund provided for in paragraph num- 
bered one in subdivision F of this aet, 

(2d) " Contingent reserve fund " shall mean the fund provided for in para- 
graph numbered two in subdivision F of this act, 

(30) ** Pension reserve fund number one " shall mean the fund provided for 
in paragraph numbered three in subdivision F of this act, 

(31) "Pension reserve fund number two" shall mean the fund provided for 
in paragraph numbered four in subdivision F of this act, 

(32) "Annuity savings fund " shall mean the fund provided for in paragraph 
numbered five in subdivision F of this act, 

(33) "Annuity reserve fund " shall mean the fund provided for in paragraph 
numbered six in subdivision F of this act, 

(34) "Fiscal year" shall mean the year commencing with January first and 
ending with December thirty-first next following, 

A, The retirement system shall be established on the first day of August, nine- 
teen hundred atid seventeen, 

B. A teachers' retirement association is hereby organized among the teach- 
ers of the public schools; its membership shall consist of the following: 

1, All teachers who have been granted or shall hereafter be granted perma- 
nent licenses pursuant to section ten hundred and eighty-nine, 

2. All teachers, without a permanent license, who shall file a statement in 
writing with the retirement board consenting to membership in the retirement 
association and to the deductions for annuity purposes prescribed in this act. 
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8. AU transferred-oontributwM. 

C 1. A retirement board of seven members is hereby constituted which shaU 
comtist of the following: 

(a) The president of the board of education, 

(b) The comptroller of the oUy of New York. 

(c) Two members appointed by the mayor of the city of New York, one of 
whom shM be a member of the board of education; they shall serve until their 
successors are appointed. Should the board-of-eduoation Tnember of the retire- 
ment board joease to be a m^nber of the board of education, he shall thereupon 
eease to be a member of the retirement board. 

(d) Three members of the retirement association elected from the contribu- 
tors as follows: On the first Thursday of May, nineteen hundred and seventeen, 
and in each year thereafter, the contributors in each public school shall meet in 
their respective schools at three o'clock in the afternoon, or if the administrative 
conditions in any school are such that the meeting ought to be held at some other 
hour, then at such hour in said school as shall be designated by the dty super- 
intendent of schools after consultation with the principal of aaUl school; the 
principal of the school, and in his absence the acting principal, shall call the 
meeting to order, and the contribulors present at the meeting shall proceed to 
elect from their number by ballot a chairman and a secretary, and shall them 
elect their number by ballot one delegate for eadi ten contributors and major 
fraction thereof in said school; each school shi^l have at leorSt one delegate. At 
the close of the meeting the secretary thereof shall transmit to the district 
superintendent in charge of the school the names of the delegates so elected. 
On the second Thursday of May, nineteen hundred and seventeen, and in each 
year thereafter, said delegates sh^ll meet at three o'clock in the afternoon in 
one of the schools in the district designated by the district superintendent ; said 
designation shall be made and mailed by the district superintendent to each 
delegate at least three days before the second Thursday of May. For the pur- 
pose of attending the meeting ea^ch delegate shall leave his school not later than 
ttoo-thirty o'clock in the afternoon on said second Thursday of May. No dele- 
gate shaU suffer loss of pay by reason of attendance at said meeting. Said dele- 
gates shall be called to order by the principal of the school, and in his absence 
by the acting principal of the school, in which the meeting is held. Tivo-thirds 
of the delegates elected in a district shall constitute a quorum for that district. 
The delegates present at the meeting shall proceed to elect from their number 
by ballot a chairman and a secretary, and shaU then elect from their number by 
ballot a representative and an alternate for said representative. Immediately 
after the meeting, the secretary thereof shall transmit to the secretary of the 
board of education the name of the representative and the name of the (Utemate 
so elected. The representatives shall meet at three o'clock in the afternoon of 
the third Thursday of May in each year at the hall of the board of education; 
for the purpose of attending said m^eeting, the representatives shall leave their 
respective schools at two o'clock in the afternoon on said third Thursday of 
May. No representative shall suffer loss of pay by reason of attendance at said 
meeting. Said meeting shall be called to order by the city superintendent of 
schools, or, in his absence, by the acting city superintendent of schools; tuHh 
thirds of the said representatives shall contsitute a quorum; said representO' 
tives shall elect from their number by baUot a chairman and a secretary, and 
shall then elect by ballot a contributor to serve as a member of the retirement 
board for three years. At the first meeting of the representatives after this act 
takes effect, said representatives sliall elect by ballot three contributors to serve 
as members of the retirement board; the three so elected shall determine by lot 
their terms of office as, one, tu)o, and three years, respectively. Should a 
vacancy occur among th members of the retirement board elected by the repre- 
sentatives, said representatives shall meet within ten days thereafter at a spe- 
cial meeting at the call of the president of the board of education, and they shall 
proceed to elect by ballot a contributor to serve on said retirement board for the 
unexpired term. The proceedings at this special meeting shall be in all respects 
the sam^ as the proceedings at the regular meeting held on the third Thursday 
of May. Should a vacancy occur among the representatives, or should any rep- 
resentative be unable to attend any meeting, his pkLce shall be taken at said 
meeting by his alternate. 

(e) For the purpose of voting for delegates on the first Thursday of May, 
nineteen hundred and seventeen, all teachers shall be considered to be con* 
tributors. 

(f ) For the purpose of voting for delegates, teachers and contributors, not 
appointed as regular teachers to any , public school, shall be considered to be 
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teachers regularly appointed to tea^h in such schools as the board of educatUm 
by its by-laws shrill prescribe. 

2. The members of the retirement board shall serve as stuih toithout compel^ 
sation but shall be reimbursed from the expense fund for any necessary expendi- 
tures and no contributor shall suffer loss of salary or wages through serving m 
the retirement board, 

3. The retirement board shall elect from its membership a chairtium, a/nd shaU 
appoint a secretary, an a^ctuary, and such medical^ clerical and other employees 
as may be necessary. 

4. The compensation of all employees of the retirement board shall be fixed 
by said retirement board subject to the approval of the board of estimate and 
apportionment, 

5. Subject to the limitations of this act and of law, the retirement board shaU 
from time to time establish rules and regulations for the administration of the 
funds created by this act and for the transaction of its business, 

6. The retirement board shall keep in convenient form such data as shall he 
necessary for actuarial valuation of the various funds created by this act. 

7. In the years nineteen hundred and nineteen and nineteen hundred and 
twenty-two, and in every fifth year thereafter, the actuary of the retirement 
board shall make an actuarial investigation into the mortality and service experi- 
ence of the contributors and beneficiaries as defined in this act, and shall make a 
valuation of the various funds created by this act, and on the basis of such 
investigation and valuation the retirement board shall 

(a) Adopt for the retirement system one or nwre mortality tables and such 
other tables as shall be deemed necessary; 

(b) Certify the rates of deduction from salary necessary to pay the annuities 
authorized under the provisions of this act; and 

(c) Certify the rates of contribution, expressed as a percentage of salary of 
new entrants at various ages, which shall be made by the city of New York to 
the contingent reserve fund, 

8. Immediately after the passage of this- act the actuary of the retirement 
board shall make such investigation of the mortality, service, and salary ex- 
perience of the teachers as the retirement board shall authorize. On the basis 
of such investigation and upon the recommendation of the actuary the retire- 
ment board shall adopt such tables and certify such rates as are required in mh- 
sections a, b, and c of paragraph seven immediately preceding. On the 5asi8 
of such tables the actuary of the retirement board shall as soon as praeticahU 
after the first day of August, nineteen hundred and seventeen, make a valuation 
of the various funds created by this act. 

9. The retirement board shall publish annually a report certified to by each 
meynber showing the condition of the various funds created by this act, and 
setting forth such other facts, recommendations, and data, as may be of use in 
the advancement of knowledge concerning teacher s"^ pensions and annuities; 
and said retirement board shall submit said report to the mayor of the city of 
New York and shall fUe at least fifty copies thereof with the board of education 
for the use of said board and of its members; and at least one copy in each 
school for the use of the teachers thereof. It shall also file one copy in the office 
of the city superintendent of schools, and of each associate city superintendent 
of schools, and of each district superintendent of schools. 

10. Each member of the retirement board shMll take an oath of office that he 
wUl, so far as it devolves upon him, diligently and honestly administer the affairs 
of said retirement board and that he will not knowingly violate or wilfully permit 
to be violated any of the provisions of law applicable to this act. Such oath 
shall be subscribed by the member making it, and certified by the officer before 
whom it is taken, and shall be immediately filed in the office of the clerk of the 
counly of New York, 

11. The concurrence of the comptroller or of one member appointed by the 
mayor, of a member elected by the retirement association, and of at least two 
other members shall be necessary for a decision of the retirement board, 

12. The retirement board shall keep a record of all its proceedings open to 
public inspection, 

13. The retirement board shall perform such other functions as are required 
for the execution of the provisions of this act. 

D. For the purposes of this act, the retirement board shall possess the powers 
and privileges of a corporation, and as such may sue and be sued. The corpo- 
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tatitm counsel of the city of New York 8haU be the legal adviser of said retire- 
ment hoard, 
B. The funds created by this act shaU be managed o« follows: 

1. The members of the retirement board shall be the trustees of the several 
funds created by this act, and shall have exclusive control and management of 
said funds, and shall have full power to invest the same, subject, however, to 
aU the terms, conditions, limitations, and restrictions imposed by this act upon 
the making of investments and subject also to the terms, conditions, limitations, 
and restrictions imposed by law upon savings banks in the making and disposing 
of investments by savings banks; and, subject to like terms, conditions, limita- 
tUms, and restrictions, said trustees shall have full power to hold, purchase, sell, 
assign, transfer, or dispose of any of the securities and investments in which any 
of the funds created by this act shall have been invested as well as of the pro- 
ceeds of said investments, and of any moneys belonging to said funds. The re- 
tirement board shall annually allow regular interest on each of the funds as 
provided for in this act with the exception of the expense fund and pension reserve 
fund number two. The amount so allowed shall be due and payable to said funds 
and shall be annually credited thereto by the retiretnent board. 

2. The comptroller of the city of New York shall be the custodian of the several 
funds created by this act. 

3. Payments from the funds created by this act shall be made by the comp- 
troller of the city of New York upon warrant signed by the chairman and 
countersigned by the secretary of the retirement board; and no warrant shall be 
drawn except by order of the retirement board duly entered in the record of its 
proceedings. 

4. For the purpose of meeting disbursements for pensions, annuities and other 
payments in excess of the receipts, there may be kept an available fund, not ex- 
ceeding ten per centum of the total amount in the several funds created by this 
act, on deposit in any bank in this state, organized under the laws thereof or 
under the laws of the United States, or vnth any trust company incorporated 
by any law of this state, provided said bank or trust company shall furnish ade- 
quate security for said funds and provided that the sum so deposited in any one 
bank or trust company shall not exceed twenty-five per centum of the paid-up 
capital and surplus of said bank or trust company. 

5. Except as herein provided no member and no employee of the retirement 
board shall have any interest, direct or indirect, in the gains or profits of any 
investntfcnt made by the retirement board, nor as such, directly or indirectly, re- 
ceive any pay or emolument for his services. And no member or employee of 
said retirement board, directly or indirectly, for himself or as an agent or partner 
of others, shall borrow any of its funds or deposits, or in any manner use the 
same except to make such current and necessary payments as are authorized 
by the retirement board; nor sh4ill any member or employee of said retirement 
board become an endorser or surety or become in any manner an obligor, for 
moneys loaned by or borrowed of said retirement board. 

F. The funds hereby created are the expense fund, the contingent reserve 
fund, pension reserve fund number one, pension reserve fund number two, the 
annuity savings fund and the annuity reserve fund. • 

1. The expense fund shall consist of such amounts as shall be appropriated 
by the board of estimate and apportionment, on estimates submitted by the 
retirement board, to defray the expenses of the administration of this act, 
exclusive of the payment of pensions, of annuities, of retirement allotoances, 
and of the other benefits provided for in this act. 

2. Beginning in the month of August, nineteen hundred and seventeen, the 
city of New York shall pay each month into a fund to be known as the contin- 
gent reserve fund, on account of each neio-entrant who is a contributor, such 
atnount as shall be certified by the retirem-ent board as necessary to provide 
during the prospective active service of such neir-entrant for the death benefit 
nnd for the pension reserve required at the time of retirement to pay the dis- 
ability or service pension allowable by the city under the provisions of this act. 
The amount so certified by the retirement board shall be computed to bexir a 
constant ratio to the salary of such new-entrant during his entire period of 
prospective active service and shall be based on such mortality, and other tables 
as shall be adopted by the retirement board, and on regular interest. Beginning 
in the year nineteen hundred and eighteen the city of New York shall further 
pay each year into the said contingent reserve fund one million dollars on ac- 
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oount of present-teachers, which p^j^ifmewt shall continue until the .present vahte 
of such amounts so paid into the contingent reserve fund, together toith the 
•amounts restored to the contingent reserve fund from pension reserve fund 
number one on account of present-teachers restored to active service, shall equal 
the present value of aU amounts which have been transferred from the contin- 
gent reserve fund to pension reserve fund number one on account of present- 
teachers plus the present value of all amounts thereafter to be transferred fron^ 
the contingent reserve fund to said pension reserve fund number one on aooount 
of present-teachers; said am^ounts shall be computed on the baMs of suQh mor- 
tality and other tables as shaU be adopted by the retirement &oar<l, and on 
regular interest, 

3. Upon the retirement of a new-entrant, an amount equal to his pe^nsion 
reserve shall be transferred from the contingent reserve fund into a fund to be 
known as pension reserve fund number one; his pension shall be paid from 
-said pension reserve fund number one. Should said new-entrant be subse- 
quently restored to active service his pension reserve shall thereupon be trans- 
ferred from pension reserve fund number one to the contingent reserve fund. 
Upon the retirement of a present-teacher, an amount equal to the amount of 
his accumulated deductions not exceeding the amount of his pension reserve 
^hall be transferred from the contingent reserve fund into pension reserve fund 
number one; a pension which shall be the actuarial equivalent of the amount so 
transferred shall be paid to said retired present-teacher from pension reserve 
fund number one. Should said present-teacher be subsequently restored to 
active service the pension reserve on such pension shall thereupon be transferred 
from pension reserve fund number one to the contingent reserve fund. 

4. Pension reserve fund number two shall consist of the following: 

(a) The balance remaining in the permanent fund of the retirement fund 
of the board of education of the city of New York on the thirty-first day of 
July^ nineteen hundred and seventeen, 

(b) The balance remaining in the retirement fund of the board of education 
of the city of New York on the thirty-first day of July, nineteen hundred and 
seventeen, 

(c) Five per centum of all excise moneys or license fees belonging to the 
city of New York, and derived or received by any commissioner of excise or 
public officer from the granting of licenses or permission during the year mne- 
teen hundred and seventeen to sell strong or spirituous liquors, ale, wine, or heer 
in the city of New York under the provisions of any law of this state authoriz- 
ing the granting of such license or permission, 

(d) The donations, legacies, and gifts which may be made to the retirement 
system, 

(e) The sums now due and which hereafter may become due to the retirem^ent 
fund of the board of education of the city of New York. 

(f ) The amounts contributed by the city of New York to pay the pensions 
of the teachers retired on or before the thirty-first day of July, nineteen hundred 
and seventeen, and to pay that part of the pensions and the other benefits of 
present-teachers who shall be retired or who shall become eligible for retire- 
ment after the thirty-first day of July, mnieteen hundred and seventeen, whifiih 
a/re not payable from any other fund created by this act. Pensions and other 
benefits, or such parts thereof allowable to present-teachers and to present pen- 
sioners, provision for the payment of which out of any other fund creqled by 
this act is not specifically made, shaU be paid out of pension reserve fund num- 
her two. 

6. The annuity savings fund shall consist of the aqcumulated deductions from 
the salaries of contributors made, under such rules and regulations as the re- 
tirement board shall prescribe, as follows: 

(a) From the salary of each present-teacher who is a contributor there shall 
he deducted such per centum of his eamable salary as he shall elect, provided, 
however, that such contributor shall be limited in his choice to one of the fol- 
lowing rates: 

(1) Three per centum of his eamable salary, 

(2) Such per centum of his eamable salary as shall be computed to be suffix 
dent, with regular interest, when paid until age sixty-five, to provide for him 
<m retirement at that age an annuity which, when added to his pension, pro- 
vided for in this act, will provide a retirement allowqnce of fifty per centum 
of his average salary. 
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C3) A per centmti of his mrnahle salmy ffrmter tlian three per cewtum thereof. 

Should any pr^ent-teacher, on becoming a contributor, fail to make such an 
ekBctum, he shall be deemed to have elected a deduction from his salary at the 
rate of three per centum of his eamable salary. 

(b) From thfs salary of each new-entrant who is a contributor, there shall 
badfBducte^ such per centum of his eamable salary as shall be computed to he 
sujki^f, ^th regular inlerest, to procure for him on service retirement an 
atifiuUy equal tq twenty-five per centum of his average salary; the rate per 
centum 9/ said dedmtM^ from salary shall be based on such mortaVUy d/nd 
oihfir tables as. the retix^ement hoard sthaU adopt, together with regular interest, 
and slialt be compute to remain oon^tofnt durmg his patospeetive t^achkig 
service prior to eUgibHit^ for service retirement; b%k no betkefioiarp restoned to 
duty slW'll he remired to contribute a per centmn of kis earmble stOary greq;t^ 
than the per cemuni^ t^i^r^f which he was remired to contrihute pribr to his 
retirement^ 

(c) And t^e h&id of each department shall de^et 0^ each and every pa^yroU 
of a- contrHiutor for each and every patfroll period subsequent to July ihirty- 
first, nineteen hundred and seventeen, such per eentmrn of the total amount of 
salf^rp eamable by t^6 contributor in speh payroll period as shall be certified 
to said head of dept^tment by the retiremfint board as proper in acebrdance 
vHth the provisions of this act. In determining the emmmt eamtMe by a oofi- 
tributor in a payroll period the retirement, hoard shaU consider tMe rate of 
salary payptble to suc^ cqinftributor on the first day of each regular payroll 
period a/9 continuing throughout such payroll period and it may omit milary 
dedtietioTis for any period less than a fuU payroll period in cases where tJke 
teacher vms tf^t a contributor on the first day of the regular payroll period; 
and to faciUtatfi the making of the ^Ledw^tion^ it may modify the deduction 
required of a^ contributor by such amount as sk^U not exceed €me'tanth of 
one per centum of the salary upon the basis of which the deduction is to be 
made; the deductions provided herein shall be i^ade notwithstanding that the 
minimum salaries provided for by section ten hundred and niwety-one sheU be 
reduced thereby; and said head of each depart tnent shall certify to the comp- 
troller on each and every payroll the am^^unts to be deducted; and each of said 
amounts so deducted shalf. be paid into said amvuity savings fund, and shaU be 
credited together with regular interest to an individual account of the con- 
tributor from whose salary the deduction u>as made, * 

6. Upon the retirement of a contributor, his accumulated deductions shall be 
transferred from the annuity savings fund to a fund to be known as the an- 
nuity reserve fund; his anwuity shall be paid out of said annuity reserve fund. 
Should. sueh a beneficiary be restored to active service his annuity reserve shall 
thereupon be transferred from the ammUy reserve fund to the anwuity savings 
fund, 

7. No contributor shall be required to continue to contribute to the annuity 
savings fund after he shall have become eligible for service retirement; all 
contributions mitde thereafter to said fund shall be voluntary, 

6. Regul-ar interest charges payable j the creation and memtenance of re- 
serves in the contingent reserve fund and the maintenance of annuity reserves 
and pension reserves as provided for in this act and the payment of all pen- 
sions, annuities, retirement allowances, refunds, death benefie, and any other 
benefits granted under the provisions of this act are hereby made obligations of 
the city of New York. AU income, interest, and dividends derived from de- 
posits and investments authorized by this act shall be used for the payment of 
the said obligations of the oity of New York. Vpow the basis of each actuarial 
determination and appraisal provided for in this act, the retirement board shall 
prepare and submit' to the board of estimate and apportionment on or before 
the fifteenth day of September in each year an itemized estinuUe of the amounts 
necessary to be appropriated by the city to the various funds to complete the 
payment of the said obligations of said city accruing during the ensuing fiscal 
year. The board of estitnate and apportionment and the board of aldermen 
shall make an appropriation which shall be sufficient to provide for such obli- 
gations of the city of New York and the amounts so appropriated shaJl be 
included in the tax levy and shall he paid by the comptroller into the vaHous 
funds created by this act. 

1777—17 10 
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H. In computing the length of service of a contributor for retirement purposes 
nnder the provisions of this act, full credit up to the nearest number of years 
and months shall be given each contributor by the retirement board {a) for all 
city-service; and (6) in the case of present-teachers for all teaching or super- 
visory service in schools and colleges not m^aintained by the city of New York; 
and (c) in the case of new-entrants for all teaching or supervisory service not 
exceeding fifteen years, in schools and colleges not maintained by the city of 
New York, Under such rules and regulations as the retirement board shall adopt, 
each teacher shall file with the retirement board a detailed statement of all 
su0h service rendered by him, A« somi as practicable thereafter, the retirement 
bQord . shall verify such statement as to - prior-service and shall issue to each 
teacher a certificate certifying to the aggregate length of his prior-service. Sueh 
certificate shall be final and conclusive as to his prior-service unless thereafter 
modified by (a) the retirement board upon application by the teacher; or (b) 
by the board of education upon application by the teacher or by the retirement 
boardt provided such application for modification be made to said board of 
education within one year after the issuance of a certificate or a modified 
certificate by the retirement board, A certificate for prior-service issued to a 
present-teacher shall certify the total length of prior-service allowance for said 
present-teacher through the sixteenth day of September, nineteen hundred and 
seventeen. The time during which a contributor was absent on leave of ab- 
sence without pay shall not be counted in computing the prior-service or the 
total-service of the contributor, unless allowed both by the head of the depart- 
ment in which the said contributor wa^ employed at the time said leave of 
absence was granted and by the retirement board; the time during which a 
contributor was absent on leave of absence on full pay or part pay from city- 
service shall be counted in computing the piHor-service and the total-service of 
said contributor. For the purpose of computing prior-service the retirem^ent 
board shall fix and determine by appropriate rules and regulations how much 
service rendered on the baMs of the hour, day or session, or any other than d 
per annum basis, shall be the equivalent of a year of service. No allowance 
shall be made for such service as a substitute teacher, night school teacher, 
vocational school teacher, or for any service rendered in a position to which 
the contributor was not regularly appointed and served on a per annum salary 
unless such service tocw city-service. But all service allowed by the board 
of examiners of thff board of education pursuant to section ten hundred and 
ninety-one shall be allowed by tfie retirement board, 

I. Any contributor who resigns his position to aceept and who, icithin sixty 
days thereafter, does accept another position in the city-service shall continue 
to be a contributor while in said city-service and shall be known as a trans-* 
ferred-contributor provided he executes and files with the retirement board a 
statement in writing that he elects to leave with the annuity savings fund his 
accumulated deductions and to continue to contribute to said fund at a rate 
of salary deduction not less than the rate of deduction theretofore required 
from his salary, and further provided that he shall waive and renounce any 
present or prospective benefit from any other retirement system or association 
supported wholly or in part by the city of New York, 

J. Withdrawals from the retirement association shall be by resignation, by 
transfer, or by dismissal, 

1, Should a contributor resign from the position by virtue of which he is a 
contributor under the provisions of this act, or should he, upon transferring 
from such a position to another position in the city-service, fail to become a 
transferred-contributor as provided in subdivision I of this act, his member- 
ship in the said retirement association shall cease and he shall be paid forth- 
with the full amount of the accumulated deductions standing to the credit of 
his individual account in the annuity savings fund, 

2, Should a contributor be dismissed from the position by virtue of which 
he is a contributor under the provisions of this act, his membership in the 
retirement association shall cease and there shall be paid him forthwith: 

(a) Out of the annuity savings fund the full amount of the accumulated 
deductions standing to the credit of his individual account; and 

(b) /n addition thereto^ out of pension reserve fund number two, an amount 
equal to the contributio7is made by him to the teachers' retirement fund of the 
hoard of education of the city of New York as it existed prior to the first day 
of August, nineteefi hmidred seventeen. 
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K. Retirement for nerxnce shall be as follows: 

1. Any contributor may retire for service upon written application to the 
retirement board setting forth at what time subsequent to the execution of said 
application he desires to be retired. Said application shall retire said contributor 
at the time so specified, provided 

(a) He has reached or passed the age of sixty-five years; or 

(b) If a present-teacher, he has a total-service of thirty- five years or more; or 

(c) If a new-entrant, he has a total-service of thirty- five years or more, at 
least twenty of which shall have been city-service. 

2. Each and every oontHbutor who has attained or shall attain the age of 
seventy years shall be retired by the retirement board for services forthwith 
or at the end of the school term in which said age of seventy years is attained. 

Li, Retirement for disability shall be ma^de and discontinued as follows: 

1. Upon the application of the head of the departm&tit in which a contributor 
is employed, or upon the application of said contributor or of one acting in his 
beJialf, the retirement board shall retire said contributor for disability, provided 
the medical board after a medical examination of said contributor made at the 
place of residence of said contributor or at a place tn/utuaUy agreed upon shall 
certify to the retirement board that said contributor is physically or mentally 
incapacitated for the performance of duty and that said contributor ought to 
be retired and provided further that said contributor has had ten or more years 
of city-service. 

2. Once each year, the retirement board may require any disability pensioner 
while still under the age of sixty-five years to undergo medical examination by 
a physician or physicians designated by the medical board, said examination 
to be m4ide at the place of residence of said beneficiary or other place mutually 
agreed upon. Should the medical board, as the result of such examination, 
report and certify to the retirement board that such disability beneficiary is no 
longer physically or mentally incapacitated for the performance of duty, the 
head of the department in which said beneficiary was employed at the time 
of his retirement shall, upon notification by the retirement board of such report 
of the medical board, reappoint said beneficiary to such a position as was held 
by and at such a rate of salary as wa>s paid to, said beneficiary at the time of his 
retirement; but after the expiration of ten years subsequent to the retirement 
of such beneficiary, his restoration to duty, notwithstanding the recommenda- 
tion of the medical board, shall be optional with said head of department. 

3. Should any disability beneficiary while under the age of sixty-five years 
refuse to submit to at least one medical examination in any year by a physi- 
cian or physicians designated by the medical board, his pension shall be discon- 
tinued until the wlthdraioal of such refusal and should such refusal continfie 
for one year, all his rights in and to the pension constituted by this act shall 
be forfeited. 

4. Upon application of any beneficiary under the age of sidty-fice years draw- 
ing a pensiwi or a retirement allowance under the provisions of. this act, ap- 
proved by the retirement board, said beneficiary may be restored to active 
service by the head of the department in which said beneficiary was employed 
at tJie time of his retirement. Upon the restoration of a beneficiary to active 
service his retirement allowance shaU cease. 

M. A contributor, on retirement, shall receive a retirement allowance which 
shall consist of: 

1, A pension calculated as follows: 

(a) For disability retirement twenty per centum of his average salary. 

(b) For service retirement, or for disability retirement after he becomes 
eligible for service retirement, twenty- five per centum of his average salary. 

(c) // the contributor retiring is a present-teacher, he shuU receive, in addi- 
tion}, to the pension prescribed in subdivisions (a) or {b) a pension ecymputed 
at the rate of one-thirty-fifth of twenty-five per centum of his average salary 
for each year of prior-service as certified to said present-teacher in the certifi- 
cate issued to him by the retirement board under the provisio7is of subdi^)ision 
H of this act, but in no event sluiU the total pension exceed fifty per centum of 
his average salary. 

2. An annuity, in addition to the pension, which sliall be the actuarial equiva- 
lent of his accumulated deductions at the time of his retirement, provided that 
in no case shall $uch annuity be less for each one hundred dollars of accum/u- 
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lated deductions of a present-tencher at the time of retirement than i8 ahowii 
m the following schedMle: 
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N. TJpfm the death of a contrilmtor he fore retirement there 9hall be paid to 
hi8 estate or to such person as he shall have nominated by written designation 
duly executed and filed uHth the retirement board (a) his accumulated deduc- 
tions; and in addition thereto (b) an amount equal to the salarff eamabke by 
him during the six m^onths immediately preceding his death, provided that at 
the time of his death he ha4 attained the age of sixty-fh^e ye^ars or had a total- 
service of thirty-five years and was eligible for service retirement; said 
amount to be pdid out of the contingent reserve fund in the case of a netc- 
entrantj and out of pension reserve fund number two in the case of a present- 
teachet\ 

O, At the time of his retirment any contributor may elect to receive his 
benefits in a retirement allowance payable throughout life or he may on retire- 
meni elect to receive the actuarial equivalent at that time of his annuity, his 
pension, or his retirement allowaiice in a lesser annuity, or a lesser pension, or 
a lesser retirement allowance, payable throughout life, toith the provision that: 

Option I. If. he die before he has received in payments the present value of his 
annuity, his pension, or his retirement allowance, OrS it was at the time of his 
retirement, the balam>ce shall be paid to his legal representatives or to such per- 
son, having an insurable interest in his life, as he shall nominate by written 
designation duly acknowledged and filed with the retirement board at the time 
of his retirement. 

Option II. Upon his death, his annuity, his pension, or his retirement allow- 
ance, shall be continued throughout the life of amd paid to such person, hav- 
ing an insurable interest in his life, as he shall nominate by written designation 
duly acknowledged and filed with the retirement board at the time of his retire- 
ment. 

Option III. Upon his death, one-half of his annuity, his pension, or his retire- 
ment allowance, shall be continued throughout the life of and paid to such per- 
son, having an insurable interest in his life, as he shall nominate by written 
deHgnation duly acknowledged and filed tcith the retirement board at the time 
of his retirement, • 

Option IV. 8ome other benefit or benefits shall be paid either to the con- 
tributor or to such other person or persons as he shall nominate, provided 
such other benefit or benefits together u>ith such lesser anamity, or lesser peftr 
sion, or lesser retirment allowance shaU be certified by the actuary of tA0 
retirement board to be of equivalent actuarial value and shall be approved by 
the retirement board, . 

P. The pensions of all persons who are now receiving a pension paid out oj 
the teachers' retirement fund of the board of education of the city of ^^^ 
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York shall not he increased or decreased, and all such pen«lon« now due shall 
he paid forthwith and those hereafter becoming diie shku he paid as they be- 
come due out of pension reserve fund number two. 

Q. A pension, an annuity or a retirement allowance, granted under the provi- 
sions of this act, shall be paid in equal monthly instalments, and sha^l not he 
decreased, increased, revoked or repealed except as otherwise provided in sub- 
division L of this act, 

R. Subject to such terms and conditions and to such rules and regulations as 
the retirement board may adopt, any contributor from time to time may: 

(a) Increase or decrease his rate of contribution to the am/nuity savings fund, 
hut in no event shall the contribution of a present-teacher be less than the mini- 
mum contribution, nor shall the contribution of a new-entrant be at a rate less 
than the per centum rate provided for said new-entrant in subdivision F-flve-h 
of this act; 

(b) // a present-tea^iher, withdraw from his individual a^ccount in the an' 
nuity savings fund the amount in excess of his minimum accumulation; 

(c) Withdraw, after having become eligible for service retirement, such part 
of his accumulated deductions as shall be in excess of the amount necessary to 
procure for him an annuity which, if added to his prospective pension, wUl 
yield a retirement allowance of fifty per centum of his average salary; 

(d) Borrow from the retirement board, if a present-teacher and if the appli- 
cation is made prior to July first, nineteen hundred and twenty, on a policy of 
life insurance, a sum of money not exceeding the loan value of said policy as 
set forth in the body thereof, and at a rate of interest not exceeding five per 
centum per annum, provided that: 

1. The applicant has a policy of life insurance in which he is designated as 
the assured and said policy is issued by a life insurance company permitted to 
transact business in the state of New York, and said policy is free from any 
liens or claims and is in full force and effect at the time of the making of the 
loan, 

2. The applicant on securing the loan shall deposit said life insurance policy 
with the retirement board accompanied icith an assignmait of said policy to 
the retirement board; said assignment shall be executed by the applicxint and 
by all adult beneficiaries named in said policy. Should any of the beneficiaries 
named in said policy be infants, said retirement board shall not grant the loan 
until after it has made a careful investigation into the merits thereof and an 
order has been made and entered by the supreme court directing such loan 
after due notice to such insurance company. If, thereafter, the reti) ement hoard 
shall grant the loan, its action shall he binding on said infant beneficiaries with 
the same force and effect as if they were adult beneficiaries' and had executed 
the assignment required herein, 

3. After said policy has been assigned to and deposited with the retirement 
hoard for the purposes herein stated, said policy shall not be assigned, trans- 
ferred, or disposed of, or changed in any of its terms without the written con- 
sent of the retirement hoard, 

4. The retirement hoard shall notify the life insurance company carrying said 
policy of the assignment thereof and said assignment shall he binding on said 
company, 

(e) // a present-teacher, retire upon uyritten application to the retirement 
hoard after he has completed thirty years of service upon a retirement ciXlow- 
Q/nee conHsting of 

(t), An annuity which shall he the actuarial equivalent of his accumulated 
deductions; ahd, ih addition ther*eto,. 

(2) Such pension as shall hc certified Hy the a^tiiary of the rf^tirentent hoard 
to Have an actuaHat value e^imtent to the teserte which would he i^ the 
contingent reserve fund had the dity contribiUed on account of such present- 
teacher from the date of his entrance into service, in such manndr as is pro- 
vided for the city^s contrthtUiMis on behalf of new-entrants in sub(Hvision T, 
paragraph twb, of this act, the amount deterinined by the Ocfuatif of the 
retirement hoard to be necessary td provide for the death benefit and f Or the 
pension reserve required at the time of retirement to pay the pension attowdhle 
by the city as provided in this act. In determining the amount of the reserve 
th actuary of the retirement heard shall base his calculations on the tables then 
in use as the basis for determining the rates of contribution required of the 
city on account of new-entrants, 

5. Teachers hereafter appointed in the schools or classes maintained in the 
institutions controlled by the department of public charities or by the depart- 
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ment of correction, shall he appointed by the commissioner of the appropriate 
department upon the nomination of the city superintendent of schools and shall 
be licensed by the board of examiners of the department of education. The 
department of education through such representatives as it may desigmite shall 
maintain an effective visitatio7i and insperfion of all such schools and classes. 
T. There shall be a medical board of three physicians con.Hituted as folloios: 

(a) One physician appointed to serve to August first, nineteen hundred and 
twenty-two, tvho shall be appointed by the members of the retirement board who 
are contributors. 

(b) One physician appointed to serve to August first, nineteen hundred and 
twenty-one, who shall be appointed by the members of the retirement board 
who are not contributors. 

(c) One physician appointed to serve to August first, nineteen hundred and 
twenty, who shall be appointed by the retirement board. Said physician shall 
be an expert in women's diseases and in diseases of the nerrous system. 

Their successors shall be appointed to serve for a term of three years; 
vacancies shall be filled for the unexpired term. All appointments for a full 
ienn or for an unexpired term shall be made in the manner provided in this 
section for the original appointment. 

V. The retirement system created by this act shall be subject to the super- 
vision of the department of insurance in accordance with the provisions of 
sections thirty-nifie and forty- five of the insurance law, so far a^ the same are 
•applicable thereto and are not inconsistent with the provisions of this act. 

v. //, after August first, nineteen fiundred and seventeen, any piresent-teacher 
-sfiall recover a judgment for arrears of salary covering in whole or in part 
any period prior to said date, the comptroller of the city of Netc York before 
paying said judgment shall deduct therefrom the per centum of salary theieto- 
fore contributed by said teacher to the retirement fund of the board of educa- 
tion, as it existed prior to said date, and said deduction shall be paid into 
pension reserve fund number two, 

W. The right of a person to a pension, an annuity, or a retirement allowanoe. 
to the return of contributions, the pension, annuity, or retirement allowance 
itself, any optiotial benefit, any other right accrued or accruing to any person 
under the provisions of this act, and the moneys in the various funds created 
under this act, are hereby exempt from any state or municipal tax, and exeinpt 
from levy and sale, garnishment, attachment, or any other process whatsoever, 
and shall be unassignable except as in this act specifically otherwise provided. 

[The general care and management of the public school teachers* retirement 
fund created for the former city of New York by chapter two hundred and 
ninety-six of the laws of eighteen hundred and ninety-four, and of the public 
school teachers* retirement fund created for the former city of Broolc^yn, by 
chapter six hundred and fifty-six of the laws of eighteen hundred and ninety- 
five, is hereby given to the board of education, and the said funds are hereby 
made parts of the retirement fund of the board of education of the city of 
New York created by this act. The board of education shall from time to time, 
establish such rules and regulations for the administration of said fund as it 
may deem best, which rules and regulations shall preserve all rights inheriiig 
in the teachers of the city of New York and the city of Brooklyn as constituted 
prior to the passage of this act; and said board shall make payments from said 
fund of annuities granted in pursuance of this act. The comptroller of the city 
of New York shall hold and invest all money belonging to said fund, and by 
direction of said board of education, shall pay. out the same; and he shall 
report in detail to the board of education of the city of New York, annually, 
in the month of January, the condition of said fund and the items of the receipts 
and disbursements on account of the same. The said retirement fund shall 
consist of the following, with the interest and income thereof: (1) All money, 
pay, compensation or salary, or any income thereof forfeited, deducted, reserved, 
or withheld for any cause from any member or members of the teaching or 
supervising staff of the public day schools of tlie city of New York or of the 
normal college and training department of the normal college of the city of 
New York, or of schools or classes maintained in institutions controlled by the 
department of public charities or by the department of correction, in pursuance 
of rules established or to be established by the board of education, or by the 
board of trustees of the normal college of the city of New York, or by the com- 
missioner of public charities, or by the commissioner of correction for schools 
or classes maintained by such commissioners respectively. The auditor of the 
board of education, the auditor of the board of trustees of the normal college. 
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the commissioner of public charities, and the commissioner of correction shall 
certify monthly to the comptroller the amounts so forfeited, deducted, reserved 
or withheld during tlie preceding month. Said amounts shall be turned into the 
said retirement fund. (2) All moneys received from donations, legacies, gifts, 
bequests, or otherwise for or on account of such fund. (3) Five per centum 
annually of all excise moneys or license fees belonging to the city of New York, 
and derived or received by any commissioner of excise or public officer from the 
granting of licenses or permission to sell strong or spirituous liqujors, ale, wine, 
or beer in the city of New York, under the provisions of any law of this state 
authorizing the granting of such license or permission. (4) One per centum of 
the salaries of all members of the teaching and supervising stalT of the public 
day schools of the city of New York, and of the normal college and training 
department of the normal college of the city of New York, and of schools or 
classes maintained in institutions controlled by the department of public' chari- 
ties or by the department of correction of the city of New York, except that the 
amount deducted from the salary of any teacher or principal of the public day 
schools of the city of New York or of schools or classes maintained in institu- 
tions controlled by the department of public charities or by the department Of 
correction of the city of New York, in this manner, shall not exceed thirty 
dollars in any one year, and the amount deducted from the salary of any super- 
vising official, in this manner, shall not exceed forty dollar^ in any one year. 
And the board of education, the board of trustees of the normal college, the 
commissioner of public charities, and the commissioner of correction shall, after 
the passage of this act, deduct on each and every payroll of the said teaching 
and supervising staff said one per centum from each and every amount eam- 
able in the period covered by the said pay roll, . notwithstanding the minimum 
salaries provided for by section ten hundred and ninety-one of the charter 
shall be thereby reduced, and shall certify monthly to the comptroller, the 
amounts so deducted; and said amounts shall be turned into tlie said retire- 
ment fund. All deductions made under the provisions of this clause from the 
salary of any person who may be dismissed from the service for cause, before 
said person shall have become eligible for retirement, under the provisions of 
this act, shall be refunded to said person upon such dismissal. (5) All such 
other methods of increment as may be duly and legally devised for the increase 
of said fund. The moneys standing to the credit of the retirement fund on the 
thirty-first day of December, nineteen hundred and four, after subtracting 
therefrom any amounts forfeited, deducted, reserved or withheld from salaries 
for absences prior to that date, which may, on excuse of absence, be refunded 
after that date, all excise moneys of nineteen hundred and four which may have 
been credited to said fund on or before that date, and all interest for nineteen 
hundred and four on said fund, which may have been credited to said fund on 
or before said date, shall be set apart by the comptroller as a permanent fund. 
The unexpended balances of the Income of the teachers' retirement fund for .the 
year nineteen hundred and five, and for all subsequent years shall be added to 

, the- said permanent fund. The comptroller shall Invest the said permanent 
fund, and the Income thereof may be used for the payment of annuities, but ft 
necessary. In order to carry out the provisions of this act, the board of educa- 
tion may use any portion of the permanent fund In excess of eight hutidrtd 
thousand dolUars in the same manner as the Income thereof. The presidettt of 
the board of education,- the chairman of the committee on elementary schools of 
said board, the chairman of the committee on high schools of said board, the 
city superintendent of schools, and three members to be selected from the pMii- 
ciPAls, assistants to principals and teachers of the public day schools shttll 
constitute a board of retirement. The three last-named members shaU be 
chosen as follows: On the second Thm'sday of May in each year the principals, 
assistants to principals and teachers in each district shall meet at the call of 
the district superintendent, which call he shall issue at least one Week before 
said meeting, and at a place within the dlstricft designated by him, to select by 
ballot one of their number as district representative to serve ^or one yeaK' At 
the close of said meeting, the presiding officer shall transmit to the seeretaTy of 
the board of education 1^ name and address of the district representative, so 
chosen. The district representatives shall meet at four o'clock in the afternoon 
on the third Thursday of May at the hall of the board of education and Choose 

. by ballot one of their number to serve on the board of retirement for three 
years from the first day of the following June. At the first meeting of the dis- 
trict representatives after this law takes effect, • they shall choose by ballot 
three of their number to serve on the hoard of retirement, and the three so 
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chosen shall by lot fix and determine their terms of office as one, two, and three 
years respectively. Bhould a vacancy occur among the members of the board 
of retirement so chosen, the district 'representative shall meet and choose by 
ballot one of their number to serve on the board of retirement for the unex- 
pired term. On the recommendation of the board of retirement, said board of 
education shall have power, by a two-thirds vote of all Its members, id retire 
any member of the teaching or supervising staff of the public day schools of 
the city of ^ew York, or of schools or classes maintained in Institutions con- 
trolled by the department of public charities or by the department of confec- 
tion who is mentally or physically incapacitated for the performance 6f duty, 
and who has been engaged In the work of teaching or of school or college super- 
vision, or of examination of teachers for licenses, or any two or more Of these 
several kinds of work, for* a period aggregating twenty years, fifteen 6f which 
shall' have .been in the public day schools in the city of New York, or in schools 
or classes maintained In institutions controlled by the department of public 
charities or by the department of correction. And the boai^d of education ihay 
retire from active service any member of the said teaching or supervising staff 
who shall have attained the age of sixty-five years and shall have been engaged 
in the work of teaching or scho<4 Supervision for a perlbd aggregating thirty 
years. On the recommendation of the board of i^tlrement, the board of Plica- 
tion shall have pOwer, by a two-thirds vote of all its members, to retire upon his 
or her own application any member of the teaching or supervising staff of the 
public day schools of the city of New York, or of schools or classes maintained 
In institutions controlled by the department of public charities or by the depart- 
ment of correction who has been engaged in the work of teaching or of school 
or college supervision, or of examination of teachers for licenses, or any two 
or more of these several kinds of work, for a period aggi*egating thirty years, 
fifteen of which shall have been in any of the said institutions. The ^ald boaird 
of education shall also have power, by a two-thirds vote of all its members, and 
ajfter recommendation to that effect shall have been made by the board of trus- 
tees of the normal college stating that the member of the supervising or teach- 
ing fbrce Is mentally or physically incapacitated for the performance of duty, 
to retire any member of the teaching or supervising force of the normal college 
or of the training department of the normal college who shall have been en- 
gaged in said normal college or training department or elsewhere in the public 
school system of the city of New York for ten years arid shall have been en- 
gaged in the work of teaching or of school or college su^rvlSion or of exami- 
nation of teachers for licenses, or any two or more of said several kinds of work, 
dul*ing a period aggregating twenty years. The said board of education, tipon 
the recommendation of the trustees of the normal college may tilso, in its dl'dcre- 
tl<Hi retire any member of the teaching or supervising force upon his or her own 
amplication who shall have been eagai^ed in the work of teaching or school pr 
college supervision or examination of teachers for licenses, dr aliy tw6 or niore 
sttch occupations, for a period aggregating thirty years. IJpon sti<^h i^tirenient, 
whether voluntary or otherwise, the person retired shall be entlISM to deceive 
ah annuity out of the teaidierb' retirement fuhd of not leHS than otfe-tialf of the 
annual shlary paid to sudi person at the period of retifeni^t, and In ctt^ of 
the pi'esldetat or of a proifessor to 4BUch da addlttoaal sUm t^ utmum as will 
iiKcr^ase such one-half of the salary preVlOifii^ pttld if not a^ eSren multiple of 
oQ^ thousand dollars to an even miiltit^ie of dhe 'tlioui^afid dipnkrs. Ahy t^sbu 
retired under the proviaioito 6f this Ibct after thirty y#iiHd 6i i^rvice, except as 
hereliOiefore in this section provided in the ctise of fh^ i)]^isld^ht 6r bt a {pro- 
fessor of the normal college, shall receive as an ahhuity ode-h^lf of the annual 
salary paid to said persoii at the date of said retlYethent, hot to exc^eed, however, 
in the case of a teacher or prlnclpiil, the sum of fif^eeh hundred doUhris per 
annum, lEind in the case of a supervising official, two thousand dblltrrs per 
atoUm. And in no case shall the annuity of any person ali^iidy t%ttfed or 
hereafter to be retired after thirty years of service be less than six hundred 
dollars. Any person retired after twenty years of iservlfie, but with less than 
thlty years of service, shall receive an annuity which bears the sanie rattlo to 
the stntmity provldied for on retiremeht after thirty years of service as the total 
nunaber of years of service of said person bears to thirty y^rs. The antrultles 
inroVided for by this act shall bie payable in momthly installments. All retlre- 
mi^ts made under the provisions of thiis act shall take effect either oh the first 
day of February or on the first day of September. The nUniber of persons re- 
tired In any one year shall be so limited that the entire amount of the annuities 
to be paid for that year shall not be in excess of the estimated amount of the 
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retirement fund applicable to the payment of annuities for that year. The 
words '* teaching and supervising staff of the pubUc day schools of the city of 
New York" as used In this section, shall Include the city superintendent of 
schools, the associate city superintendents, the district superintendents, the 
director and assistant director of the division of reference and research, the 
members of the board of examiners, directors and assistant directors of special 
branches, the supervisor and assistant supervisor of lectures, all principals, 
vice'prtncipals, assistants to principals, heads of departments, and all regular 
and special teachers of the public day schools of the city of New York. Nothing 
In this act shall be construe as prohibiting the reappointment to active service, 
on his or her own application, of any person who has been retired under the 
provisions of this act. Upon the reappointment of any such person the payment 
of the annuity of 'said person shall be discontinued. Teachers hereafter ap- 
pointed in schools or classes maintained In the Institutions controlled by the 
departihent of public charities or by the departtnent of correction, shall be 
appointed by the commissioner of the appropriate department upon the nomi- 
nation of the city superintendent of schools and shall be licensed by the board 
of examiners of the department of education. The department of education 
through such representatives as It may designate shall maintain an effective 
visitation and inspection of all such schools add clai^ses. 

§ 2. Section ten hundred and nlnety-two-li, as amended by chapter one hun- 
dred and iteven of the laws of nineteen hundred and five, s^tlon ten hundred 
and ninety-two-b, as amended by chapter five hundred and five of the laws of 
nineteen hundred and nine, and section ten hundred and ninety-two-c, as 
amended by chapter six hundred and thirteen of the IfeWs of nineteen hundred 
and sixteen, are hereby repealed. 

S 8. This act $hall take effect on August first, nineteen hundred and seven- 
teen, except as to subdivisions B, C, D, B, paragraph 5; subdivision F, para- 
graph one, and the provision of subdivision F, paragraph 5, part (a), which 
provides for the election of a rate of salary deduction by any person entitled 
to make such election and the further provision of the same part which pro- 
vides that if any person entitled to make such election falls so to do he shall 
be deemed to have elected a deduction from his salary at the rate of three per 
centxmi of his eamable salary ; subdivisions H, T, and U, and as to pi*ovislons 
of such subdivisions, paragraphs and parts of paragraphs this act shall take 
effect infimediately. 

A BILL For increasing the salaries and for the retirement of employees In the classified 
civil service, introduced December 6, 1035, by Mr. Austin, of Tennessee. 

Be it enacted hy the Senate and House of Representatives of the United 
States of America in Congress assembled, That be^nnlng with the first day of 
July next following the passage of this act the annual salary, pay, or compen- 
sation of every officer or efnployee of the United States to whom tnls act applies 
shall be increased to an amount, computed to the neai*est multiple of $12, that 
will be equal to one tundred and fifteen iter centum of the present grade of 
salary, pay, or compenisatlon ol such ofll<ter or employee, and from such salary, 
pay, or ^mpensation there shall be deducted and withheld monthly an amount, 
computed to the nearest tenth of a dollar, that Will be sufficient, with Interest 
thereon at five per centum per ^nnnm, cotiitpurided annually, ib pur^'hase from 
the Uiilted States, iiiiaer the provisions 6f this ^ct, ah ahhtiitir, payable qiiar- 
terly thrdiighout rife, for every silch employee 6n arriVal fit the age of i*ethre- 
ni^nt as hereinafter provided, equal to one and one-half per centum of his 
annual salary, pay, or compensation fbr eVery ftai yiear of service or major 
fraction thereof between the ^ate of the pasisage 6f this kct and the arrival of 
the employee at the age Of retirement, the deductions heteby provided for 
shall be based on Such annuity table as the Secretary of the Treashi-y may 
direct, and interest at the rate of five per centtiih per anhuin, compounded annu- 
ally, and shall be varied to correspond to any change In the salai'y of the 
emnlovee 

Sec. 2. That the amounts so deducted arid withheld frOm the salary, pay, or 
comjiensatlon of each employee shall be deikislted in the Treasury of the United 
States and shall be credited, together With Interest at five per centum per 
annum, compounded annually, to an individual account of the employee from 
whose salary, pay, or compensation the deduction Is made. The moneys so 
deducted and the Income derived therefrom may, from time to time, be deposited 
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in savings banks designated by the Secretary of the Treasury for that purpose : 
Provided, however, That the savings banks receiving such deposits shall pay 
interest thereon at a rate of not less than three and one-half per centum per 
annum, compounded annually. For the safe-keeping and prompt payment of 
the money deposited with them the Secretary of the Treasury shall require the 
savings banks to give satisfactory security by the deposit of bonds of the 
United States, bonds or other interest-bearing obligations of any State of the 
United States, or any legally authorized bonds issued for municipal purposes by 
any city or town in the United States which has been in existence as a city or 
town for a period of twenty-five years and which for a period of ten years 
previous to such deposit has not defaulted in the payment of any part of either 
principal or interest of any funded debt authorized to be contracted by it, and 
which has at such date more than twenty -five thousand inhabitants, as estab- 
lished by the last national census, and whose net indebtedness does not exceed 
five per centum of the valuation of the taxable property therein, to be ascer- 
tained by the last preceding valuation of property for the assessment of taxes ; 
or any legally authorized bonds issued for municipal purposes by any city or 
town in the United States which has been in existence as a city or town for a 
period of twenty-five years and which for a period of ten years previous to such 
deposit has not defaulted in the payment of any part of either principal or 
interest of any funded debt authorized to be contracted by it, and which has at 
such date more than two hundred thousand Inhabitants, as established by the 
last national census, and whose net indebtedness does not exceed seven per 
centum of the valuation of the taxable property therein, to be ascertained by 
the last preceding valuation of property for the assessment of taxes. In this 
clause the words " net indebtedness " mean the indebtedness of any city or 
town, omitting debts created for supplying the inhabitants with water and 
debts created in anticipation of taxes to be paid within one year, and deducting 
the amount of sinking funds available for the payment of the indebtedness 
included. The Secretary of the Treasury shall accept, for the purpose of this 
act, securities herein enumerated in such proportions as he may from time to 
time determine, and he may at any time require the deposit of additional 
securities or require any bank to change the character of the securities already 
on deposit. It shall be the duty of the Secretary of the Treasury to obtain 
information with reference to the value and character of the securities author- 
ized to be accepted under the provisions of this section, and he shall from time 
to time furnish information to savings banks as to such bonds as would be 
accepted as security. When consistent with the best interests of the fund 
created by this act, the Secretary of the Treasury shall distribute the deposits 
herein provided for, as far as practicable, equitably among the different States 
and sections. 

If for any reason the Secretary of the Treasury shall not be able to make 
satisfactory arrangements with savings banks for all of the i'unds, then he may 
invest the balance in any of the aforementioned securities. 

The moneys deducted from salaries and the income derived therefrom shall 
be held and deposited or invested, as above described, by the Secretary of the 
Treasury until paid out as hereinafter provided. Any deficiency in the fund 
hereby created to carry out the provisions of this act shall be paid out of any 
money in the Treasury not otherwise appropriated. 

For the purpose of aiding the Secretary of the Treasury in depositing and 
Investing th^ funds created by this act; a board of investment Is hereby createid, 
composed of the Treasurer of the pnited. States, the Comptroller of the Currency, 
the chief of the. office created by the provisions of this act, .'ind t.wo persons to 
be designated by the President from among the employees of tlie .classijfted civil 
service, ^he miembers of the board of investment shjill be. sworn ancl shall hold 
office until others are appointed and. quali^ed in their stead. '' - 

. Sec. 3. That the retirement age herein referred to shall be sl:i:ty-five years for 
group one, sixty-five years for group two, and seventy years for group three. 
And the Priesident of the United States shall designate the branches of the serv- 
ice to be included in each group. 

Sec. 4. That if within thirty days before the arrival of. an employee at the age 
of retirement the head of the department or independent ofllce In which lie is 
employed certifies to the Secretary of the Treasury that by reason of his efficiency 
and his willingness to remain in the service the continuance of such employee 
therein would be advantageous to the public service, such employee may be re- 
tained for a term not exceeding two years, and at the end of two years he may 
by similar certification be continued for an additional term of two years, and so 
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on: Ptovidedy however, That after the first day of July, nineteen hundred and 
twenty, no person to whom this act applies shall be continued In the service 
beyond the age of retirement as herein provided. Upon the failure of the head 
of the department or Independent office to make the above-<lescrlbed certificate 
it shall be the duty of the Secretary of the Treasury to place such employee upon 
the retired list In accordance with the provisions of this act. 

Sec. 5. That if an employee is retained in the service after reaching the re- 
tirement age a deduction of ten per centum of his monthly salary, pay, or com- 
pensation shall thereafter be made while he remains in the service, and the same 
shall be treated as other deductions under section two of this act. 

Sec. 6. That upon retiring at the age of retirement, or thereafter, the 
employee may withdraw his savings, with the increment of interest as herein 
provided, under one of the following options, and if Option I or Option II is 
selected, receive in addition thereto such annuity, if any, as may be apportioned 
by the Secretary of the Treasury out of accumulations in excess of five per 
centum guaranteed by the provisions of this act, and such apportionment by the 
Secretary of the Treasury shall be conclusive : 

Option I. In an annuity payable quarterly throughout life. 

Option II. In an annuity payable quarterly throughout life, with the provi- 
sion that in case of the death of the aimultant before he has received in annui- 
ties the amount of his savings, plus the interest credited thereon, the balance 
shall be paid to his legal heirs. In detenulnlng at his death the amount due to 
his heirs no account shall be taken of the armulti(»s paid to him by the United 
States under section eleven of this act. 

Option III. In one sum. 

If after retirement the employee does not avail himself of one of the fore- 
going options, but leaves the amount due him 'on deposit, interest at the rate 
of two per centum per annum on the original sum so left on deposit on retire- 
ment shall be credited thereto for a period not exceeding twenty years, and if 
not then withdrawn, the money so left on deposit, without interest, shall be 
covered into the Treasury as a miscellaneous receipt. 

Sec. 7. That upon absolute separation from the civil service prior to the 
retirement age, and only upon such separation, the employee may withdraw his 
savings In one sum, and in case he has been in such service not less than six 
years, he may also receive in addition thereto Interest on his savings at the 
rate of five per centum per annum, compounded annually, or, in case his savings 
amount to at least $1,000, he may withdraw the same under any one of the 
foregoing options, computed o.n the basis of his attained age. In case of the 
death of an employee while In the service the amount of his savings, together 
with the interest credited thereon, shall be paid to his legal heirs. 

Skc. 8. That beginning with the first day of July next following the passage 
of this act there- shall be deducted and withheld from the monthly salary, pay, 
or compensation of every employee newly entering the service to whom this 
act applies an amount equal to one-fifth of his monthly salary, pay, or com- 
pensation during the first six months of his employment ; and in every case of 
promotion of finy person to whom this act applies there shall be deducted and 
withheld from the monthly salary, pay, or compensation of such person an 
amount equal to the Increase made by such promotion during the first three 
months from the taking effect thereof ; and the amounts so deducted and with- 
held shall be deposited In the Treasury of the United States to the credit of a 
special fund to carry out the provisions of section nine of this act 

Sejc. 9. That beginning one year after the first day of July next following 
the passage of this act, an employee to whom this act a^pplles, who, by reason 
of accident or illness not due to vicious habits or by reason of exigencies of 
the service, but without fault or delinquency on his part, has become totally 
and permanently disabled, may retire from active service prior to the age of 
retirement, and, on certificate from the head of the department or independent 
office in which he is employed to the Secetary of the Treasury, setting forth 
such disability, and the approval of such certificate by the Secretary of the 
Treasury, may receive, out of the fund created by section eight of this act, 
an annual disability allowance, payable quarterly, equal to one and one-half 
per centum of his total compensation during service prior to such retire- 
ment : Provided, however. That, unless prorated by the Secretary of the Treas- 
ury as hereinafter provided, the allowance for disability, due to accident, shall 
be equal to not less than twenty per centum of the average annual compensa- 
tion of the disabled employee prior to such retirement: And provided ftirther, 
That the allowance for disability due to illness shall only be granted after 
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twenty years of service. Allowances under this section shall be discobtinued 
on arrival of the em^oyee at the age of retirement unless sodner terminated 
by the Secretary of the Treasury. 

If upon the retiren^ent of an employee on a disability allowance the money 
then to his credit under section two of this act, together with interest there«i 
at five per centum per annum, compounded annually, will not be sufficient to pur- 
chase an annuity, payable quarterly throughout life, tar such employee on ar- 
rival at the age of retirement equal to his annual disability allowance, the Sec- 
retary of the Treasury shall deduct and withhold from his quarterly disability 
allowance an amount, computed to the nearest tenth of a dollar, that, together 
with the money then to his credit, with interest, will be sufficient to purchase 
such annuity. Amounts deducted and withheld from disability allowances shall 
be treated as deductions under section two of this act. If the money to his 
credit, as aforesaid, is in excess of the amount that will be required to pur- 
chase such annuity, he may withdraw such excess in one cash sum, or in an 
annuity limited to the age of retirement. 

The Secretary of the Treasury shall reduce or terminate the disability allow- 
ance granted to any employee whenever in his judgment it is proper to do so, 
and such action on his part shall be final and conclusive. 

In case of the death of an employee while in the receipt of a disability allow- 
ance, the amount to his credit under section two of this act shall be paid to his 
legal heirs, and the disability allowance shall cease and determine. 

The disability allowances hereby provided for shall at all times be Umited 
to the fund created by section eight of this act, and if any valuation of the 
fund shows the liabilities for allowances to be in excess of the resources of such 
fund, then the allowances shall be reduced pro rata to a sum within the fund. 

Sec. 10. That in case of reinstatement in the classified civil service of any 
person who at the time of his separation therefrom received a refund undor 
section seven of this act, his period of service for the purpose of retirement and 
of making the monthly deduction from his salary shall be computed from the 
date of such reinstatement, unless he shall, within nii^ty days after reinstate- 
ment, pay to the Secretary of the Treasury the amount refunded t<T him, with 
interest at five per centum per annum, in which case the same shall be re- 
placed to the credit of his account, and the former period of service shall be 
counted. 

Sec. 11. That beginning with the first day of July next following the passage 
of this act every employee to whom this act applies shall be entitled, on reach- 
ing the retirement age, or having already passed that age, to retire from the 
service under the provisions hereinbefore contained, and also, in addition to the 
annuity herein provided for by his 6wn contributions from his salary, to receive 
from the United States during the remainder of his life an annuity equal to 
one and one-half per centum of his total compensation during service prior to 
the taking effect of this act ; and the Secretary of the Treasury is hereby au- 
thorized and directed to pay such annuity quarterly, upon proper certification 
of the retirement of such employee by the appointing officer under whom he 
last served. Annuities from the United States for the period of service prior to 
the passage of this act shall be payable only on condition that the employee 
remains in the service until he reaches the age of retirement: Provided^ hino- 
ever. That employees of group one may receive the annuity granted by this 
section on retirement at the age of sixty years or thereafter. On the death of 
the employee the payment of annuities provided for by this section shall cease 
anc) detennine. Annuities payable by the United States on salaries \u excess 
of f 2,50Q pQr annum shall be based upon an annual salary of 92,500. 

Sbc. is. That the |M»riod of service upon which the annuity to be paid by the 
United States is based shall be computed f r<Mn the original employment, 
whether as a classified or unclassified employee, and shall include periods of 
service at differ^it times and service in one or more departments, branches, or 
independent ofiSces of the Government, the Signal Corps prior to July first, 
eighteen hundred and ninety-one, and the general service in or under the War 
Department prior to May sixth, eighteen hundred and ninety-six. 

Sec. 18. That every person to whom this act applies, who shall continue in 
the classified civil service after the passage of this act, as well as every person 
to whom this act applies^ who may hereaftei; be api)k>inted to a position or 
place, shall be deemed to consent and agree to the deductions made and pro- 
vided for herein, and shall receipt in full for the salary, pay, or compensation 
which may be paid monthly or at any other time, and such payment shall be 
a full and complete discharge oud acquittance of all claims or demands what- 
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soever for services rendered by such pei'son during the period covered by such 
payment, notwithstanding the provisions of sections one hundred and sixty- 
seven, one hundred add sixty-eight, and one hundred and sixty-nine of tlie 
Revised Statutes of the United States, or of any other law, rule, or regulation 
affecting the salary, pay, or compensation of any person or persons employed in 
the classified civil service to wfiom this act a.pplies. 

Sec. 14. That the Secretary of the Treasury shall prepare and keep all need- 
fnl tables, reccnrds, and accounts required tor carrying out the ^ovisions of 
this act. The records to be kept shall Inciude data sdiowlng the mortality ex- 
perience of the employees in the various branches of tiie service and the rate 
of withdrawal from the elaissified service and any other information that may 
be of value and may serve as a guide for f^ure vatuatioas and ad^HStinente ef 
the plan for tiie retlrem^it of employiOes. The Secretary of the Treasury shall 
make a dd:aiiBd comparative report aanually to Congress showtag all receipts 
and disbursements under the pro^slons of tMe act, together wttii the total num- 
ber of persons reeeiviag anniiittes and dlsablUty allowances ai»d the amounts 
paid diem. 

S&c. 13. That tihe provisions of this act shall apply to aU pecsoiis entering the 
dassififid civil service after the first day of .Tuly next following the passai^e of 
this act, and to all persons in tlie classified civil service prior to the taking 
effect of this act who shall, by written application to l^ie Secretary of tiie 
Treasury within one year after the first day of July next following the passage 
of this act, elect to become subject to the provisions of this act. The classified 
civil service is hereby defined to include all officers and employees in the ex- 
ecutive civil service of the United Si;ates except unskilled lal^orers and persons 
appointed by the President and confirmed by the Senate. 

No person serving in a position excepted from examination or registration 
as defined in the civil-service rules shall be included within the provisions of 
this act unless he has serv€ti in a competitive position for at least one yaar. 
Whenever any person becomes separated from the classified cii^l jiervice hy 
reason of appointment in the unclassified service, such separation shall not 
operate to take him out of the provisions of this act. The President shall have 
power, in his discretion, to exclude from the operation of this act any grouc> 
of employees whose tenui?e of oeffice is intermittent or of uncertain duration. 

SiBc. 16. That none of the mon^s mentioned in this a£t shall he assigoahle 
either in law or equity or be subject to execution or levy by attachment, gar- 
nishment, or other legal process. 

Bec. 17. That for the clerical and otlier service and all other expenses nec- 
essary in carrying out the provisions of this act during the fiscal years nine- 
teen hundred and thirteen and nineteen hundred and fourteen, including 
salaries and rent in the city of Washington, there is hereby appropriated the 
sum of $50,000 out of any money in the Treasury not otherwise appropriated, 
to be available until expended. 

Sec. 18. That the Secretary of the Treasury is hereby authorized to per- 
form or cause to be performed any and all acts and to make such rules and 
regulations as may be necessary and proper for the purpose of carrying the 
provisions of this act into full force and effect. 
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Contributory Plan ov RKTiRK^fExx. 

STATEMENT OF MR. THOMAS F. FLAHERTY, SKCRETABY-TREASURER NATIONAL FEf>ERA- 

TION OF POST-OFFICE CLERKS, WASHINGTON, D. O. 

Mr. Flaherty. I represent the National Federation of Post-Office Clerks, 
which is made up largely of the younger element of the service, the men who 
are just coming in or who have been in but a comparatively short time, and I 
must confess that we are 

The Chairman. The post-office clerks in Washington? 

Mr. Flaherty. All over the country ; and I must confess that we are more 
concerned with our present-day needs than any future contingencies, but as 
civil-service employees we know our promotion or our advancement depends 
to a great extent upon the advancement and promotion of those who have 
preceded us in the service. And if there is any stoppage or any stagnation 
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anywhere along the line it affects us all — we who are just starting as well a» 
those at the other end of the line. For that reason we have always considered' 
this subject of superannuation and retirement, and it has been discussed in 
our official monthly journal and also at the annual conventions, and we have 
gone on record repeatedly in the last six years as being in favor of a con- 
tributory plan of pension rather than a straight plan of pension. I have not the 
time to go into any exhaustive explanation for these reasons, but briefly I can 
say that we favor a contributory plan of pension because we think it will accom- 
plish what the straight pension plan will not, and what is in my opinion the 
only justification for any system,, and that Is it will improve the efficiency of 
the service, because under a straight pension plan it will be almost impossible 
for any departmental head to rid the service of an inefficient mat>. Naturally ' 
he would not want to deprive this employee of his pension rights, and the Same 
humanitarian mode would prevail as prevails to»day and (dog up the seri^ice- 
with inefficient men, In a modified form of course. • - ^ 

We are also opposed to a straight pension plan because only 1 employee in 8 
would live or stay in the service long enough to derive the benefits ; and speak- 
ing from the viewpoint of the postal employee, under the present-day conditions 
and the excessive amount of work with the excessive scheme study and With 
the conditions as we face them, there is> I am sure, but little chance of any 
more than 1 in 8 remaining in the service, and it is not much of a prospect 
for a man in a large post office, compelled to work as they are compelled to 
work, under the most unsatisfactory, insanitary conditions, sometimes in base- 
ments where the sunlight nevet* penetrates; handling mail equipment that is 
filth-begrimed and germ-begrimed with the accumulated dirt of years— I assure 
you, gentlemen, there is not much of a prospect for those men to look forwarrt 
to 25 years of such work even with the hire of the pension. 

The Chaibman. Do you men work more than eight hours a day? 

Mr. Flaherty. Since the 4th of last March if we worked more than ei;?ht 
hours we are paid overtime. 

The Chaibman. Does that apply to all second and third class offices? 

Mr. Flahebtt. That applies to all second-class c^ces; yes. A man working 
on Sunday, of course, is compensated by one day off within the following six 
days. But for holidays there is ho compensation. If a man works on the 
Fourth of July, he loses the day ; if he works Thanksgiving, he loses the day, 
and if he works Christmas and New Years, he loses the day, and so on. 
That applies to clerks in the distributing part of the office, because what 
we call the finance division, general delivery, and stamp divisions are 
closed, but other portions are never closed, and those men, particularly, of 
course, would be opposed to any pension plan that all these years In which they 
had to remain in the service tend to lessen their chances for more needful 
legislation. Just at the present time we particularly want to see the six hours 
of duty for night work introduced. There are men working nights year after 
year. I know of one concrete example of a clerk in Chicago who told nie this 
when I was on my way here last fall, that he had been 32 years in the service, 
and he goes to work at 3 o*cloCk In the afternoon and he works until 1 in the 
morning. He has been on that shift for more than 30 years. In the meantime, 
his two little daughters have grown up to womanhood and married, and that 
man scarcely knows them. Of course, last March we got a weekly rest day. 
Prior to that we did not. You would work Sunday and you would get neither 
time nor compensation nor anything else. 

Take the ordinary post-office clerk. Say he enters the service after one year 
or two years as a sub, and during the time which he subs he is fortunate if he 
averages a dollar a day. He is appointed at an entrance salary of $600, and he 
gradually, at the end of six years, can reach the maximum salary of Sl,200, 
providing he has no demerits, providing he has no dereliction of duties, and 
providing he has not violated any of the thousands of rules that hedge him in. 
All this time, of course, the cost of living has been soaring, and that man, 
from the time he enters as a sub for the dollar a day, has probably aecumulatecl 
nothing except a lot of debts. There Is one thing that can be said about a 
Government job: It is a fine medium for borrowing money, because the pre- 
sumption of everybody you come in contact with is your job is as good as a 
bond. The result is that it is easy enough to get into debt, and we all know 
how mighty difficult it is to get out of it. I heard the eloquent Mr. Dies de- 
scribe the civil -service employee, when he told of him eating red apples and 
going to the moving-picture shows, and if the post-office clerks should enjoy 
such pleasant times as he described they would be perfectly happy and would 
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not wfiuit anything. The most of them, however, can not go to picture shows, 
because they are working at night. 

Mr. Dies. This place that I described in New Yorli I said was the exception 
to the rule. 

Mr. MoBGAN. Do you say that the rules require the clerks to do a certain 
amount of work on holidays? . 

Mr. Plahebty. That is it absolutely ; but to return to the post-office dlstrlt 
utor : A. man to learn a distribution scheme can study year in and year out ail 
the time, and it is something he never learns, because it is something that is 
constantly changing, and yet this knowledge which he acquires after years ot 
concentration and study is of absolutely no value to him in any other employ- 
ment whatever. He can not start a rival post-office business. He has no hope 
that some competing firm is going to offer him more money. He has absolutely 
DO market for his knowledge; he can not capitalize it in any way whatsoever. 
I have studied post-office schemes for 12 years and I know every post office in 
the State of California, every train leaving San Francisco, just what trains to 
dispatch mail on to reach a i)olnt in the quickest time, and there is not a business 
house in this country that would give me $5 a month for that knowledge, because 
there is no value to it. And yet these years I have worked for the Government, 
given it the best I know how, and I have never been able to save or accumulate 
anything toward the day of old age, when I will be inefficient, when I will be cast 
on the scrap heap in some way or another. 

So we favor a contributory plan, principally because it would not make us 
servile, would not make us lose independence nor our manliness at a.11. We feci 
that a straight pension plan might tend that way, because a man would always 
be under the dread, especially in the last years of his service ; anyway the 
thought of losing his pension would obtrude to a demoralizing extent 

Mr. Scott. You said at the outset that your organization represented the 
younger element of the service. You say you are in favor of the contributory 
method. Do you know what the prevailing sentiment is among the younger 
element of the Postal Service as touching that question? 

Mr. Flaherty. The younger element of the Postal Service is much more con- 
cerned with a correction of present-day needs rather than any pension system. 
I truthfully say they would not want a pension system that was going to act 
against any possible chance of an increase in wages or a correction of these 
more vital things — ^present-day needs. We feel that there are so many other 
tilings in the service which need correction and that any pension system that 
might tend to prevent us getting those -things we would not favor. 

Mr. Scott. That does not go directly to the question. I get the impression 
from this that your element in the service were opposed generally to the con- 
tributory system and favored more particularly the straight pension plan. 

Mr. Flaherty. No; that can not possibly be, because the straight pension 
would mean that for 20 years they would have to be tied to the job, because 
there could not be. any betterment of conditions because of the existence of those 
pensions; as Mr. Dies said, they would be given a certain valuation. If we 
c^ome to ask for better hours and more money, it would be said, " You are getting 
a pension ; go home and wait 20 years and you will get something." We do not 
Avant that. 

Mr. Dies. Would not the best way be to take up the different employees of the 
Qovernment and reclassify the service and pay every man who works for the 
Government a living wage and just salary ? 

Mr. Flaherty. Absolutely ; that would be the Idea. 

Mr. Dies. Then let them contribute of their own free will if they wanted to 
establish an annuity fund, or properly have the Government insist that they 
Bhall provide some sort of a fund. 

Mr. Flaherty. A saving fund, I think, would be right. 

Mr. Dies. Do you not think it would be unjust to take money out of every 
man*s salary and have the Government Invest it at 3 or 4 per cent when he may 
be saving, himself, and buying a home and trying to pay for a home to make his 
little savings worth 10 per cent, and you reach over and get his money and he 
objects. He would say, " I do not go to the moving-picture show ; I am buying 
a home. You are going to take my money, worth 10 per cent, In order to protect 
this other fellow because he throws his money all away." You would net injure 
the man who is trying to build a home and trying to save something In order to 
help the fellow who is Indifferent and careless and who does not make any provi- 
sions for his future? Would not that be the effect of compulsory contributions? 
Would not the best way be to give the Qovernment employee a ftilr, square 
salary ? 
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Mr. Flahebtt. Throw him on his own resources; but the salavgr you ate giv- 
ing him will not permit what you are describing. 

Mr. DiEB. Some of the salaries are too high and many are too low, and they 
ought to be rearranged and reclassified, and every man and woman given what 
they deserve. 

The Chaibman. We have to give every man and woman a fair salary if we 
want to keep them. 

Mr. Diss. We could provide that before a man entered the Qovernment 
service he should associate himself with some association within the QovermDent 
itself, SnuX among the clerks, providing for mutual annuities and mtttuql insur- 
auQe, whereby they could mutually provide for thsmaelves. The GovernmenL 
should say, "You not only read and write, but you must Join one of these 
societies." 

Mr. Bkyabt. What about the man who has already become superannuated? 

Mr. Dibs. I am afraid I have been taking up too much of this geotleoian's 
time. 

Mr. Flahistt. As a representative of an organization of post-office clerks, a 
relatively young organisation made up for the most part of men who would not 
be the beneficiaries of a direct pension system for jpmny years to come, I voice 
the sentiment of the membership of the National Fcderatloa of Post OAoe 
Clerks in favor of a contributory plan, a direct contrilmtocy plan, I might say, 
for any system of retirement, regardless of what virtues may be claimiid for it, 
is contributory in its effect and operation. 

Though the majority of the membersh^, ot the Federation of Po^t CUHce 
Clerks are young men Ui years and in length of servioe, they neyertlieless have 
a direct interest in this subject of retirement or slUM&raniiuation. They realize 
their promotion and advancement is and will continue to be retarded unless 
some equitable plan is adopted to retire the aged empioyees who have passed 
beyond the stage of efficiency. Hence the federation has always given couslti- 
erable thought to the solution of this probl^n. It has keen discussed at conveu- 
tions and in the columns of our official journal. The orgaoization, since 1908. 
has recorded its wishes in favor of a retirement system whereby the QovemmeQC 
would contribute an amount equal with that of the employee, which sum, with 
compound interest, would be available to the employee upon severance from the 
service. 

Prior, however, to the installation of any contributory plan of retirement, we, 
knowing from actual experience the inadequacy of the present salaries to per- 
mit of any deductions, would heartily indorse a general revision upward of the 
wage schedule of the civil-service employees. 

Speaking for the membership I represent, I can say with all candor that we 
consider the present-day needs as paramount to any future contingencies. We 
appreciate the immediate necessity of taking care of the present superannuated 
employees in the Postal Service ; the aged, faithful men who have preceded us, 
but we are unalterably opposed to the ad<^tion of any pension plan that would 
retard the granting of rights which appear to us more imperative. We oppose 
a straight pension plan because we believe it would have a tendency to. delay 
or postpone the enactment of legislation of even a greater need to the post- 
office clerks. 

Aside from the objection that a straight pension plan would not make for in- 
creased efficiency because, under its operation, it would be almost impossible 
to rid the service of inefficient workers prior to the ret'.rement age, it has the 
additional objection that but one out of every eight employees remains in the 
service long enough to become a participant in its provisions. Thus seven- 
•eighths of. the employees, nonparticipants in the pension or retirement feature, 
must suffer by the loss of other remedial concessions in order that one-eighth 
may receive a service pension. 

To one intimately acquainted with the work of a large post office^ par- 
ticularly that portion where the mails are received or dispatched, it is easy 
to understand the unwillfngness of the clerks to sacrifice the possibilities of 
present-day improvement In working conditions in order to share in some prom- 
ised reward at the end of years of service. Of what possible benefit, they think, 
la a pension or retirement plan, based on 20 or more years of service, to a man 
compislled to work nights at top speed, at high tension, amid unsanitary sur* 
roundings who can not reasonably hope to live long enough to become eligible? 
These men are naturally reluctant to be tied to a position by a pension plan 
which will operate, as they view it, to block or at least delay the improvements 
they think preferable to any phantasm of the dim future. 
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No pension measure will correct the most serious evil that menaces a great 
l>ortion of the post-ofRce clerks in the largest offices of the country. While 
laudahle efforts are now being made to protect those injured on duty or their 
dependents in case of death by a provision in the post-office appropriation bill, 
yet no consideration is shown the man whose death follows a gradual under- 
mining of his health because of post-office conditions under which he must 
labor. While the man suddenly killed is shown proper consideration, the one 
gradually driven to his grave by excessive night work, by speeding up, by 
constant scheme study afcer office hours, also needs corrective legislation. 
The postal clerk to-day who falls a victim to the ravages of a disease he con- 
tracted in the imwholesome surroimdings in which he was forced to labor 
would not share in a pension. He would not even be granted a day's sick 
leave. His pay stops the moment he is incapacitated. The clerks working 
wholly under electric lights, in the grime and dirt of a germ-infected basement, 
where the sun never penetrates, handling sacks and mail equipment that is 
heavy with the accumulated filth of years, do not view with much joy a pension 
measure that only operates to doom them to 20 years or more of such work. 

The postal clerks, some of them at any rate, need too much corrective legis- 
lation of immediate necessity to enthuse over a retirement plan that might 
rob them of their power to protest; that might make them servile and sub- 
servient ; that might tend to make them endure deplorable conditions under the- 
false lure of something to come at the expiration of years of service. An 
annuity based upon 20 or more years of service would not be of much benefit 
to those men connected with the distribution end of a post office under the pres- 
ent tendency to drive these men to the utmost. For long before the period for 
retirement eligibility Is reached these men will, If they survive at all, be broken 
in mind and health, unable even to enjoy any pension or annuity that lured 
them into remaining in the service. 

The argument that retirement legislation that we are seeking Is class legis- 
lation does not, In my opinion, hold good as far as the postal employees are 
concerned. If the Government calls Into the Postal Service men of a high 
standard of Intelligence, requires of them the strictest kind of discipline in 
their dally work, their personal habits and general conduct, requires also, In 
many Instances, study and application In learning special work, and fails to 
give such employees a wage sufficient to provide for old age, it would be in- 
human to cast these emi»loyees aside when their efficiency falls below an ex- 
acting standard. Yet to retain such employees when they are inefficient is not 
In accordance with the business methods that should prevail in our Govern- 
ment institutions. 

There are two solutions of the problem of ridding the service of those who 
have passed beyond the years of highest efficiency — ^limited tenure and a re- 
tirement or service-annuity system. Limited tenure is not seriously con- 
sidered by those who have given the question the closest study. Its adoption 
would be a backward step of the most pronounced type. Capable men would 
not compete for or accept a Government position with its scant opportunity for 
promotion and other limitations if its redeeming feature, permanency of place, 
wre stripped from It by limited tenure. The Government service would there- 
fore not attract men of the right caliber to carry on its work as efficiently as 
is now being done. Furthermore, limited tenure, making the employees* re- 
appointment, if they were permitted to be reappointed, dependent upon the 
whim of the political department head, would foster partisan politics in the 
service. 

Service annuity or retirement legislation is the only equable solution that 
is fair to the employee and the employer. Let us see if it is fair to the em- 
ployer, the Government, to single out one class for this legislation that properly 
and rightfully. In my opinion, belongs to every wage earner who had contributed 
to the development, progress, and wealth of the Nation, and who in his declining 
years, through no fault of his own, was in need of monetary aid. 

Take the post-office clerk, a distributor in a large office, and examine this 
question from his viewpoint. This distributor must of necess'ty devote most 
of his time to memorizing the ever-changing post-office schemes. To be expert 
in his Government work this employee must study after office hours to the 
exclusion of everything else. And the knowledge he is acquiring year after 
year is valueless to any other employer. This distributor can't sell his knowl- 
edge to some competing post office ; neither can he establish an office of his own. 
No; his years of experience and study can not be capitalized. He must sell 
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his knowledge to the Government. The years spent in memorizing post-office 
schemes, he finds out when too late, have unfitted him for other vocations. 
Though possessing a bewildering number of facts, he finds these facts are not 
an asset in the business or commercial world. He is a post-office distributor; 
he can be nothing else, because of that. 

Meanwhile he finds his maximum salary of $1,200 is dwindling under the 
rapidly soaring cost of necessities. He must live a great distance from his 
work because post offices in large cities are in the business or commercial 
districts where rentals are beyond a clerk's income. His time spent in scheme 
study, his lengthy trip to and from work make his day, even with an eight- 
hour limit, much longer than that of the average wage earner. If he is a 
man of family, and if there is sickness in his family, then the lot of this clerk 
is not an enviable one. And, remember, he is what the clerks term a high- 
salaried man. If he is a sulDstitute clerk, or if he is but newly appointed, 
getting $66 a month, then his predicament is much worse. 

A case like this is by no means exceptional. Rather is it typical. Such 
cases rarely ever attract public attention, however, because there is one thing 
that must be said of a Government job, it is a good medium for borrowing 
money. 

Outside of Washington, at least, the Government clerk can get unlimited 
credit; the various tradesmen are overobliging. This creates the erroneous 
impression that the clerk, on his princely salary, is able to live in a manner 
beyond the means of the artisan, whereas, in most instances, he is heavily 
involved in debt in trying to keep up appearances in his r61e of a representative 
of the greatest Government on earth. 

If the salaries paid to postal employees permit of no saving for old age, if 
the work exacted of them unfits them for occupation elsewhere, then it is neces- 
sary for some system to be evolved to take care of those who have given the 
best years of their lives to the service, reaching an improvident old age despite 
the strictest vigilance to economize. This system, in my opinion, should take 
the form of contributions by the employees, provided a revision of salaries is 
first effected. The present salaries, in justice to the employees, should not ])e 
curtailed in the least. 

It is the opinion of the National Federation of Post Office Clerks that the 
so-called straight pension, while seemingly an excellent proposition from the 
immediate l>eneficiaries' viewpoint, would in actual operation be less desirahle 
than a contributory plan. A straight pension, we fear, will mitigate against 
the opportunities for betterment of the working conditions of the clerks. 

In the event of the death of an employee just prior to becoming eligible for 
n. retirement his family would raise the claim for a pro rata share of the pen- 
sion. Once the principle is established of granting such claims on a pro rata 
basis, every employee's death, even though he were in the service but a few 
years, would be brought to the attention of Congi'ess for a share of the pension 
due the decedent. 

A straight pension or noucontribntory i)lan would, in my opinion, defeat tlie 
very purpose tliat makes the establishing of some system so necessary, namely, 
to increase the efficiency of the service. No department head would feel jus- 
tified in dismissing an employee and thus deprive him of his pension rights. 
The same condition that prevails to-day, the withholding of discharge orders 
because of humanitarian motives, would continue to keep inefficient men on 
the pay rolls. 

Any pension or retirement system that makes continuous service only a 
requirement for eligibility might tend to make the employees servile and 
subservient. The possibility of the loss of his long-sought pension, particularly 
in the latter years of service, would intrude on the thoughts of the employees 
to a demoralizing extent. 

The power to deprive the employees of their pensions by I'emoval from the 
service might foster the creation of a governmental bureaucracy. The political 
party in power might easily coerce the employees into partisan activity by 
even the implied threat of loss of pension interests. 

Under the contributory plan, whereby the savings of the employees were 
available at the time of termination of connection with the service there would 
be little inclination for anyone, after realizing by a practical tritU their unfit- 
ness for civil-service duties, to remain in an uncongenial work for the selfish 
purpose of participating in an annuity which would automatically follow a 
certain number of years of service. Also, under this plan, a department head 
would have no compunction about dropping from the rolls those whose efficiency 
fell below the standard. 
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It has been suggested that a straight pension plan could be made less objec- 
tionable by placing an annual valuation on the pension so the employee severing 
connection with the service could receive a pro rata share of his annuity. 
This, in effect, is an indirect contributory plan less attractive than the direct 
because the employee would get no benefit of accumulated interest. 

Regardless of what system of retirement is finally found best suited to the 
requirements of the Federal service, the Government is confronted with the 
necessity of retiring those now at the age of superannuation. This is the only 
recourse, the only humane, economical, just way to correct the past mistake 
of not providing for a way out of the dilemma that now faces us. 

Those now eligible for retirement should be granted an annuity which would 
have been theirs had the system been in vogue when they entered the service. 
Others who will become eligible before they have had an opportunity to accu- 
u.mlate a sufficient amount for retirement purposes must also be provided for 
by special legislative features. 

President Wilson in his book, The New Freedom, gives an illuminating 
thought of the question of pensions, saying: 

*' They have been the stoutest and most successful opponents of organized 
labor, and they have tried to undermine it in a gi'eat many ways. Some of the 
ways they have adopted have worn the guise of philanthropy and good will 
iind have no doubt been used, for all I know, in perfect good faith. Here and 
there they have set up systems of profit sharing, of compensation for injuries, 
and of bonuses and even pensions; but every one of these plans has merely 
bound their workingmen more tightly to themselves. Rights under these 
various arrangements are not legal rights. They are merely privileges which 
employees enjoy only so long as they remain in the employment and observe 
the rules of the great industries for which they work." 

If, as our President thinks, a pension in a private corporation makes for the 
loss of the independence of the beneficiary, it would affect in a still greater 
degree the civil-service employee, whose knowledge is of value, in many in- 
stances, only to the Government. 

That the civil-service clerk is a most necessary part of the governmental 
machinery will be attested to by any departmental chief. The wheels of the 
great national institution keep turning in much the same fashion regardless of 
which political party is in the ascendancy. An election, with all its noise and 
clamor, does not disturb but slightly the actual work of the Government. Call it 
routine, if you will, it is nevertheless an essential, important work. New po- 
litical officials come into power with a determination to revolutionize the par- 
ticular branch of the service placed in their control. At the end of a few 
months, after finding out the excellent, nusiness-like manner in which affairs 
are conducted, after vainly looking for some real improvement to be made, tliey 
cheerfully follow the lead of all predecessors, turn the office over to the civil- 
service underlings, and confine their official activities to dinner and banquet 
acceptances or Chautauqua bookings. 

Take our Postal Service as an illustration. Postmaster Generals come and go, 
each playing his part, but the volume of mail goes on forever. Each one ex- 
periences the same feeling; he is amazed at the vastness of the organization, 
its perfection, its numerous ramifications; and he is content to let it run on 
with an occasional tentative suggestion for its improvement. 

Congress, too, legislates for the Postal Service, puts a law upon the statute 
books, and then proceeds to let the civil-service clerks adapt it to the needs of 
the department and the public. After all, the lowly clerk is not to be too 
lightly held. Hg is human, he is a factor that should be considered as neces- 
sary in carrying out the wishes of Congress. He is not only the wheels of 
the Government, but the heart and brains as well. 

It has been truly and aptly said that the Government, in its conduct of the 
civil service, keeps the front door locked and the rear door wide open. Entrance 
Into the service is diflficult. It is only gained by successfully passing the closest 
scrutiny as to mental qualifications, character, and general fitness. Once in, 
however, and the applicant Is given free rein to escape. He may be signally 
qualified for an exacting duty, his retention may be desirable from an economic 
viewi)oint, still no particular inducement is made to him to make the service his 
life's work. He finds the exit wide open. Thus the most eflficient material that 
comes into the service filters through it because outside attractions are greater 
and more promising. From a business standpoint this is wrong. If Govern- 
ment work requires skilled intelligence, experienced, trained, expert workers, 
then It is an economic waste not to attract and hold this class of employees. 
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It Is a mistaken policy to cheapen the Grovernment service so that it is not n 
magnet for the best brains of the Nation. 

The adoption of a contributory plan of retirement would first necessitate soiiif* 
reorganization of the present civil service. Such action would be in accord- 
ance with the Democratic platform plank of 1912, which says : 

" We favor a reorganization of the civil service with adequate compensation 
commensurate with the class of work performed for all officers and employees." 

I urge that you adopt some equitable system to retire those now superan- 
nuated, and by the same token provide promotions for those who have been 
kept below their rightful sphere because of the absence of such needed legisla- 
tion. I thank you for the consideration you have shown me. 

Mr. Russell. If I may test the indulgence of the committee further to ask 
permission for two or three more to make a statement as to what they favor? 

The Ohabbman. Our time has already expired. You might introduce them 
and let them say in a few words what they want. 



[Hearing continued from Feb. 20 to Mar. 6, 1914.] 

The committee resumed its sitting. 

The Ohaibman. The committee will now proceed to the consideration of 
House bill 11522, introduced by Mr. Nolan. 

STATEMENT OF THOS. F. FLAHERTY, SECRETABY-TSEASUSEB NATIONAL FEDERATION 

POST-OFFICE CLERKS. 

Mr. Flaherty. As a representative of post-office clerks, all of whom would be 
benefited by legislation such as the Nolan bill proposes, I earnestly urge the 
committee to give this measure the careful consideration it merits. 

^In section 1 of the bill it is provided that all civil-service employees who 
are employed by the year shall receive not less than $1,080. Section 2 provides 
a 5 per cent increase yearly for four years to those employees receiving more 
than $1,080, with certain limitations and provisions to prevent Inequalities 
and insure justice to the employees affected. 

Thus it can be seen that the postal employees are, in common with other 
Government workers, vitally interested in this bill, because it pertains to their 
salary classification, a most Important matter to all of us. 

The entrance salary in the post-office service is $800. At first thought one 
might think that this is an exceptionally high rate of pay to give a beginner. 
One unacquainted with the facts might think the Government was more liberal 
toward the new employee than private corporations, but such is not the case. 
This $800 wage is not really entrance salary. It is only reached by male clerks 
and carriers after an indefinite period of substitute work, a period of uncer- 
tainty, a period of precarious living, during which the income of the clerk 
and carrier fluctuates from day to day. 

When consideration is given to the method adopted by the Post Office De- 
partment in having a long li.st of substitutes, who must necessarily wait years 
for regular employment, the $1,080 minimum fixed by this bill is only a just 
wage. If it is within the province of this committee, I would urge that yoD 
{Strengthen the bill to jjrevent the abuse of the substitute system in the postal 
department. Let a young man entering the service know that he will not have 
to wait five, six, seven, or even nine years, in some instances, before reaching 
the $1,080 minimum for regular appointment. 

I know that the range of this Committee on Heform in the Civil Service is a 
wide one and covers a number of things not particularly germane to this bill, 
so I would like to point out some of the bad features of the present method 
governing post-office substitute work. 

In the large offices, and I speak of them because I happen to have some 
knowledge of the conditions, although the same may be true in the small offices 
to a limited extent, the plight of the substitute clerk or letter carrier is an unen- 
viable one. In Boston substitute letter carriers have waited nine years for 
regular employment. In almost any large office the substitute period for letter 
carriers — and the carrier is worse off than the clerk in this respect — covers a 
period from two to five years. 

The fact has been brought forth here this morning that the chief attraction 
<»f civil-service work is its permanency. But substitute carrier and clerical 
work in the Postal Service has not even this advantage. Though the substitute. 
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In most large offices at least, must report day after day ready for work, he has 
no assurance of getting it. He must hold himself in readiness to report at any 
hour of the day or night. During the day he is forbidden, in many instances, to 
leave the building after reporting in the morning. He must sit around, waiting* 
waiting, waiting, for some mischance to enable him to take the place of a regu- 
lar. Maybe in the evening he will be given three hours work, at 30 cents an 
hour, during the nightly rush in the mailing division. 

It is nothing unusual for substitute letter carriers and clerks to go week after 
week without receiving any regular assignment. The three or four hours work 
in thie evening, for which they must wait around all day and which is the extent 
of their earning capacity because of that, represents their sole income. Think of 
it, gentlemen. These men have entered the Government service under the mis- 
apprehension of getting steady employment only to find they must strugglo^ 
along for years at an uncertain wage, a wage that averages around the doUar- 
a-day mark. 

I would like to place in the record a letter I received last week from a substi- 
tute clerk in Chicago, a member of the National Federation of Post Office Clerks, 
for the enlightenment of the committee. 

The Ch.\ikman. Without objection, it will be incorporated in your remarks. 
Mr. Flaherty. 

Chicago, Iu.., February 26, lOlJf. 

My Dear Flahebty: I know you have your hands full these days in trying 
to prevent the department from working the regulars to death in this office and 
letting the subs starve, but I want to tell you my tale of woe and see if I have 
any Just cause for a suit in the Court of Claims against this great and glorious^ 
(Fourth of July stuff) Commonwealth of America. 

You know I was a sub carrier but transferred to the clerks' list in expectation 
of getting an earlier appointment. 

As a stib carrier I first bought a uniform, which set me back eight bucks. 
However, I felt repaid when I strutted along the street and let the neighbors alT 
envy rae in my shiny brass buttons. Now the whole uniform is shiny. If the 
kid hadn't got sick last April I would have bought a new coat but — . It seemed 
that every assignment I got as a carrier was at the other end of town. We 
live out at Oak Park — the rent is cheaper — and in order to get on the job at 
6.30 T had to make allowances for an hour or two ride to my place of em- 
ployment; thence case the mail, hike the cobblestones with a half ton — so it 
seemed — of letters, papers, and packages; do the same thing three times over 
every day. Oh, I'm not kicking about the work part of It. My only kick is 
that the work doesn't come to me oftener. The 30 cents an hour as a substitute 
carrier suited me all right, but there wasn't enough of it ; or, rather, there were 
too many subs after it. 

Since becoming a substitute clerk I have struck a run of bad luck. I sit 
around all day figuring out my debts and waiting for three or four hours' work, 
at 30 cents per, in the evening. Say, it's surely worth 30 cents to stay In this 
Chicago mailing room an hour. The dirt, stench, dust, and fetid atmosphere 
is enervating and nerve racking. I don't see how the regulars stand it. When 
the time for my appointment draws near, about July 1, I'm going to send a friend 
of mine to Campbell and s^t at a station — the money order or the executive 
offices. None of this night work, scheme study, sack dumping for me. I've 
noticed that the fellows in the good Jobs come to work at 8 or 9 and quit at 5 
or 6, wear good clothes, and get the money. It was a wise fellow who said, 
" It Isn't what you know In the post office ; it's who you know that counts." 

The 90-cent days, as the wife calls them, when I only get the mailing roon» 
faclng-up work, have been all too frequent lately. When I deduct car fare and 
15 cents at the beanery — for even a substitute must eat, a fact you might 
Impress upon some of the higher-ups In Washington — my earnings will not 
enable the wife to take tango lessons or go to the horse show very often. 

Some of the silk-stocking brigade, as the subs call the occupants of the ma- 
hogany-furnished rooms upstairs — the poUys or near pollys who had sense 
enough to enter the Postal Service from the top Instead of the bottom — call us, 
I've been told, a bunch of " reds." This Is not true, but I'm surprised It is not. 
You can't inculcate a love of country or humanity Into a man who Is accumulat- 
ing a load of debts, a frayed appearance, and a hunted look In the employment 
of the greatest Nation on earth. 

I am nov»' one hundred and sixty-seventh on the list, so you see my chances 
for appointment are good. If times pick up on the outside there will be whole- 
sale resignations from here. No young fellow with vim or spirit, at least if 
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lie is singlo, will ever stay with this Chicago post-office g(ime after his eyes are 
open ; and the subservice is a great eye opener. After my appointment I'll get 
Jj>66 a month, and my wife, who is frugal and German, calculates we can get out 
of debt in three years if everything goes well. Say, Flaherty, when I'm free 
from debt and getting a hundred a month, I'll feel like Rockefeller, although 
the hundred-a-month fellows here who have gone through the mill tell me I'll 
never get out of debt and my salary will evaporate quicker as it grows larger. 

Meanwhile, you see if a claim against the Government for failure to support 
is valid, if the Court of Claims does not think it criminal to lure young meu 
into the service under the guise of permanency of employment, and then let them 
starve, try to get the department to bar from the mails these magazines that 
accept ads from civil-service schools which read, " Work for Uncle Sam. Good 
pay, steady work, splendid opportunities. Tuition only, etc." 

And while you are at the department you might tell them that the Government 
is losing $200 a day in Chicago by working regular clerks overtime at 40 cents 
an hour doing the work that substitutes should have for 30 cents. Not only is 
the department losing money, but the regular clerks are losing their effective- 
ness because of the long hours, while the lowly subs are losing weight — ^they 
don't eat. It's a loss all around. 

Hoping something will be done to correct these inconsistencies, I am, 

Fraternally, yours, 

Mr. Flaherty. The experience of this Chicago substitute clerk is but typical 
of many. The impression that the civil-service employee is an envied gentle- 
man of leisure is entirely erroneous. He is a worker, a laborer, his legislative 
needs com'* directly within the province of Congress to correct. Congress, 
legislating for the workmen of the Nation, can well point the way for private 
employers to follow by making the condition of the Government employee betttM* 
than it is. 

While this condition pertaining to the substitutes in the Postal Service is ])nt 
an instance, yet it has a wide significance. It is caused entirely by a desire for 
economy. A large waiting list of substitutes means there will always be nieu 
to call in for any sudden influx of mail above the ordinary. It therefore permits 
of keeping the regular force down to the bare minimum, just the requisite 
number to handle the mail by working at top speed. It has developed the prac- 
tice of working two men for four hours rather than one man for eight hours. 
Moreover, a substitute clerk does not get a vacation nor an 'annual increase 
in salary, hence the tendency to keep him a substitute as long as possible. All 
of this has a bearing on the bill before the conmiittee, the real purpose of which 
is to standardize the salaries and prevent inequalities. In short, to raise the 
civil service to a point where it will attract the best class of employees in the 
Nation. 

The objection has been raised this morning to this bill because the additional 
taxation will fall upon the shoulders of the men who are not getting near so 
high a salary as is proposed to give Government employees. As a matter of 
fact, these taxpayers don't object to the payment of decent wages to the men in 
their employment as we are. The small-wage earner, if he could express his 
wishes to you direct, would favor the payment of a wage commensurate with the 
work and responsibilities. He sees in the civil service an objective point for 
his children. He wants the Government to be a model employer. No, gentle- 
men, the objection to a bill of this nature comes from the large employer, the 
man who hates to see the standard raised to a point where a portion of his 
profits are curtailed. This class of people is naturally opjiosed to seeing the 
Government setting a standard that some day every employer must reach. 

The section section of this bill provides for a 5 per cent increase yearly for 
four years to those employees getting $1,080. This would directly affect thou- 
sands of postal employees in the $1,100, $1,200, and higher grades. These men 
are deserving of recognition in a substantial way. They are all experienced, 
skilled, trained workers. Many of them have received no wage increase in the 
past decade, while, as you well know, the cost of living has soared upward. 

This committee heard a few weeks ago a detailed account of the struggle a 
$1,400 clerks in the New York post office has made to meet the absolutely neces- 
sary obligations — the bare necessities of life. Yet, gentlemen, this employee, 
whose sincerity made such an impression upon you, is, judged from post-office 
standards, a high-salaried man. If he could not make ends meet — ^and he showed 
that he could not— what possible chance has the $800, $900, $1,000, $1,100, or 
$1,200 man? And what chance has the substitute with his uncertainty of in- 
come? I trust the committee will take some action to improve the lot of the 
olvil-servlce employee. 
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[From the Sunday Star, July 15, 1917, Washington, D. C] 
BETIBEMENT AS A WAB MEA8UBE. 

Hearings now in progress before tlie Senate Committee on Civil Service are 
l)ringing again to the attention of Gongi'ess the urgent need and tlie equity of a 
system of retirements tliat will permit the replacement of superannuated Gov- 
ernment clerks with younger people. 

It has been urged before the committee tliat this is a war measure. It is 
such in the sense that retirement will make the Government service more effi- 
<»ient and at this great crisis in the national affairs efficiency is extremely nec- 
essary. The Government service would be improved many per cent by the 
adoption of a system making possible humanely to displace the elder clerks who 
have been long in service. 

This puts the retirement proposition solely on the ground of the Government's 
interests. It is stifficlent to persuade anyone who examines the matter with 
any degree of care tliat the (Government would profit materially by a reorganiza- 
tion of the civil service on a retirement basis. But there is another side to It, a 
side of humanity and equity to the clerks, and that should never be ignored 
or minimized. The Government should treat its workers with the same degree 
of consideration that is accorded the workers of the more advanced bu«;iness 
institutions of the country, including the most successful industrial corporations. 

A retirement system would not insure tenure to jui untit worker. It would not 
make for permanency for the unqualified. No man would be retained who 
could not discharge his duties competently. I would simply assure to the 
Government worker the right to retire on a compensation sufficient to keep him 
in decent comfort during the remainder of his life, after having served the Gov- 
ernment for a period of years with fidelity and efficiency. 

This subject has been thrashed out again and again. There is nothing new to 
he said about it. The arguments that are being advanced at the hearings are 
the old ones, but it is to be hoped that they come with especial force now that 
the conntry is at war and the necessity obtains for the greatest efficiency in all 
branches of the Government service. If the matter is referred to the heads of 
the various departments, as proposed, it is to be believed that their verdict will 
be virtually unanimous. They, seeing the slutatlon at close range, and with 
intimate knowledge of the Government's needs and conditions, are fully con- 
vinced that good business administration, as well as justice to the clerks, de- 
mands the immediate adoption of this system of retirement. 

The Chairman. We will next hear Mr. Putnam. 

STATEMENT OF ME. aEOROE B. PUTNAM, COMMISSIONER OF 
LIGHTHOUSES, DEPARTMENT OF COMMERCE. 

Mr. Putnam. I wish to speak very briefly to you, particularly 
about the need of a retirement system for the Lighthouse Service, 
of which I am commissioner. This service has between five and six 
thousand employees. They are men, and women, too, who are called 
on for very hard work and close work in many cases, and there is 
now absolutely no provision to take care of them when they get very 
old or unable to continue their work. The result is that it is necessary 
to make every effort to try to transfer them to positions where they 
can be continued in the service. 

The Chairman. Have you any figures, Mr. Putnam, as to how 
many you have, say, over 70 years of age? 

Mr. Putnam. Yes, sir; I have them here. There were in the 
Lighthouse Service a year ago 92 persons over 70 years of age and 
24 persons who had served 40 years. 

The Chairman. How many in the whole service ? 

Mr. Putnam. There are 5,600 persons in the entire service. Now, 
in some branches of the service it is very difficult to take care of the 
people who get very old. 
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The Chairman. Of those over 70, how many do work? 

Mr. Putnam. They are all on duty, bttt sometimes, in the case of 
light keepers, their families help them with the work. The light 
keeper nominally remains on duty, but his family may do all his 
work without any extra compensation. In some branches of the 
work, for instance, on vessels of the Lighthouse Service, it is ex- 
tremely difficult to take care of these old people. It is not safe or 
right to the other people to keep an incapacitated man in the engine 
room of a vessel, for instance, or as a deck officer on a vessel. In 
some cases these men can be transferred to light stations, but in many 
cases there are ^eat hardships involved. There has been pending 
and is now pending in the Senate a bill for retirement for the Light- 
house Service. I would like to call your attention to the report on 
this bill made by Senator Nelson at the last session of Congress — 
Report No. 322. 

The Chairman. Just let that be incorporated, if you wish. It 
seems to be short. 

Mr. Putnam. Yes, sir; it is short. I will read just a sentence or 
two first [reading] : 

The service of the Ughthouse keepers is one of great isolation for themselves 
and for their families, and in many instances of a most iiazardons character. It 
calls for the highest degree of faithfulness and attention, and not only involves 
the giving of warning by lights and other aids to navigation but oftentimes 
involves the saving of lives and wrecks of ships. 

(The report referred to above is here printed in full, as follows:) 

[Senate Report No. 822, Sixty-fourth Congress, first session.] 

The Committee on Commerca, to whom was referred the bill (S. 4425) to 
provide for the retirement of officers and employees of the Bureau of Light- 
houses and the Lighthouse Service^ having had the same under consideration, 
beg leave to recommend that the bill do pass. 

The bill was duly referred by the committee to the Secretary of Commerce, 
who returned the bill to the committee with his favorable recommendation and 
approval. His letter is hereto attached and made a part of this report. 

For the purpose of calling attention to the magnitude and importance of the 
Lighthouse Service, the report of this eommittea upon S. 4426 is hereto 
appended and made a part of this report. 

A system of retirement for the men in the Lighthouse Service, in order to 
promote the efficiency of that service, has been earnestly recommended by the 
Commissioner of Lighthouses every year since 1910. In the commissioner's 
report for 1912 he uses this language : 

" There is great need for provision by law for the retirement of employees of 
the Lighthouse Service who, after long service, have lost their ability for active 
duty by reason of age or disability incident to their work. This is essential 
to full efficiency in the administration of the service." 

The Revenue-Cutter Service has for a number of years had the benefit of a 
liberal retirement law, and during last Congress the Life-Saving Service, which 
is cognate to the Lighthouse Service and in a way supplemental thereto, was 
merged with the Revenue-Cutter Service, under the title of the Coast Guard 
Service, and given the benefit of the ample retirement provisions of the Bev- 
enue-Cutter Service. In that way fair retirement provision was made for the 
Life-Saving Service, but unfortunately the Lighthouse Service, which is equally 
important and, in many respects, equally hazardous, and which is even poorer 
paid than the Life-Saving Service, was left in the air, without any retirement 
provisions. 

In view of the fact that amiple provision has been made for the Life-Saving 
Service, it seems to your committee that it would be a gross discrimination not 
to provide a retirement system for the Lighthouse Service, especially in view 
of the fact that the salaries in that service are of such a low average, even 
lower than in the Life-Saving Service. 

In veiw of all these facts, and many more that could be cited, your com- 
mittee recommend the passage of this bill. 
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Febbuaby 18, 1916. 

My Dkab Senatob : Referring to the letter dated February 14, 1916, from the 
Senate Committee on Commerce, inclosing, with request for such suggestions 
as may be deemed proper, Senate bill 4425, Sixty-fourth Congress, first session, 
to provide for the retirement of officers and employees of the Bureau of Light- 
houses and the Lighthouse Service. I have to reply that I believe that this is a 
must urgent and meritorious matter for the greatest efficiencv of the Light- 
house Service and for the recognition of faithful services. 

The Connnissioner of Lighthouses, in each annual report from 1911 to 191,"), 
inclusive, has called attention to the need for such legislation, and in the 
report for 1912 (pp. 29-31), a copy of wtiich is inclosed, gave a summarv 
of retirement provisions in similar services in a number of important foreigii 
countries. The following brief summary of retirement provisions affecting 
other services of this Government is also given. 

Puhlie UenUh Service. — Commissioned officers: On waiting orders, 75 per 
cent of regular pay. 

Coast Guard, — Commissioned officers, warrant officers, and enlisted men : 
Retirement on 75 per cent of duty pay, salary, and increase of rank, grade, or 
rating, compulsory at 64 years of age or when incapable of performing duties 
(if not due to own vicious habits); optional after 30 years of service. In 
last case may be assigned to such duties as able to perform. 

Artny. — Officers : Retirement on 75 per cent of pay of rank on which retired ; 
compulsory at age of 64, optional after 40 years of service. Enlisted men: 
lifter 30 years of service, either in Army, Navy, or Marine Corps, on 75 per 
cent of pay and allowances which they may then be in receipt of. 

Navy. — Officers: Retirement on 75 per cent of highest pay of grade; com- 
pulsory at age of 62, optional after 30 years of service. Enlisted men : After 30 
years of service, either in the Army, Navy, or Marine Corps, on 75 per cent of 
pay and allowances which they may then be in receipt of. 

The department estimates the total cost of providhig for retirement in the 
Bureau of Lighthouses and the Lighthouse Service in accordance with the bill 
in question at approximately $150,000 per annum, and should such retiremlent 
be authorized by Congress it is recommended that an appropriation in the 
amount just stated be made for this purpose under a separate heading, to be 
entitled ** Retired pay. Lighthouse Service." 

I have, therefore, to recommend that the bill S. 4425 be enacted into law. 
Very truly, yours, 

WiLLiAAf C. Redfield, Secretary. 

The Chairman Committee on C!ommebce, 

United States Senate^ Wasiiington, J). C. 



All positions in the Lighthouse Service are governed by the civil-service rules, 
which were extended to this service by President Cleveland, May 6, 1896, and all 
appointments and promotions are made on a strictly merit basis ; this is of great 
importance in maintaining a good organizatipn and rigid discipline in a purely 
technical service, on the efficient conduct of which is directly dependent the 
safety -of lives and property. 



The service of the lighthouse keepers is one of great isolation for themselves 
and for their families, and in many instances of a most hazardous character. 
It calls for the highest degree of faithfulness and attention, and not only 
involves the giving of warning by lights and other aids to navigation, but 
oftentimes involves the saving of lives and wrecks of ships. As an instance 
of the latter, we beg leave to call attention to the following letters to the Secre- 
tary of the Oonunissioner of Lighthouses and to. Mr. Frank T. Warriner, com- 
mander of the tender Columbine: 

Depabtment of Commebce, 

Office of the Secbetasy, 
WctshingUm, February 18, 1916. 
Commissioner of Lighthouses : 

Following the custom of the department, letters have been sent to Capt. 
Frank T. Warriner and the other officers of the U. S. lighthouse ship Columbine 
commending them and the crew of that vessel for their valuable services in sav- 
ing the British bark British Yeoman on January 17 to 19, 1916. The circum- 



170 RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

stances of this case are, however, such that the usual letters of coiumendation 
seem insiifficient, even though they are made a portion of the official records of 
the men concerned. I therefore bring to the attention of the entire Lighthouse 
-Service the facts in this case, not only to show my appreciation of the extraor- 
dinary skill and courage with which this rescue was effecte<l, but also to make 
it an example to all of unselfish devotion to duty. 

The inspector of the nineteenth lighthouse district writes : " Nothing short of 
valor, heroism, and determination enable<l the master, officers, and crew of the 
Columbine to save the imperiled vesseL" 

The Colvmhine is a ship of 424 gross tons, nearly 24 years old. The vessel she 
saved under the most dangerous and difficult conditions is four times her size. 
Amid darkness and storm, undismayed by a heavy sea or by the repeated break- 
ing of hawsers, the courageous crew of the Columbine stood steadily at their 
dangerous task until the bark was rescued from imminent disaster on a lee 
shore, which would have meant the loss of that vessel and all on board. 

There were times when the Columbine herself was in danger. Nevertheless, 
lier officers and crew toiled without rest 56 continuous hours until the bark, 
withdrawn from peril, was turned over to a naval tug wiiich the Columbvie 
called by wireless and which rendered valuable assistance on and after the 
evening of the 18th. 

Capt. Warriner. of the VoUnnUlnt, in liis modest report speaks highly of the 
conduct of his officvrs and crew in " most trying and dangerous conditions." 
The wireless operator, though ill. stood to his post until his apparatus was 
rendered useless, and tlirough him the Navy tug was called. 

Foreman Clarence K. Sherman an<l Machinist Julius C. Bartels, who hap- 
pended to be on the Columbine about repair work, cheerfully assisted in the 
rescue. 

You are requested t() cause this appereciatiou of the services of the officers 
and men serving at the time of this rescue on the steamer Colnmbine to be 
posted on every vessel and in every station of the Lighthouse Service, and you 
will cause a copy of it, signed by me, to be framed and placed in a prominent 
position on board the Columbine^ there to remain as a witness of the approval 
with which the department views the heroic and unselfish efforts of the men 
whom it is proud to reckon among its employees. 

(Signed) William C Reufield, Secretary. 

Depabtment of Commebce, 
Office of the Secretaby, 

Washington, February 14, 1916. 

Sib: A report of the part taken by the lighthouse tender Columbine, under 
your command, in the rescue of the bark British Yeoman, with all on board, 
from almost certain destruction during the progress of a gale which it encoun- 
tered while off Port Allen, Hawaii, from January 17 to 19, 1916, has been 
brought to my attention. 

From accounts of this rescue it appears that had it not been for the courage, 
resourcefulness, and persistence displayed by you, and the hearty cooperation 
of the officers and crew and other employees of the Lighthouse Service on board 
the Columbine at the time, the British Yeoman would have been wrecked on the 
beach. 

I take special pleasure in commending you for your gratifying exhibition of 
seamanship in connection with this rescue, and also desire to express my high 
appreciation for the services rendered by all on board during the rescue, in 
which the best traditions of the Lighthouse Service have been upheld so well. 
It is my wish that you cause the inclosed copy of this letter to be brought to the 
attention of all those persons who assisted in the service rendered. 

The fact that you have been commended will be noted on the records as part 
K)f your official history. 
Resi )ectf ull V 

(Signed) William C. Kedfteld, Secretary. 

Frank T. Warriner, 

Commanding Tender ** Columbvne " 

(Through Commissioner of Lighthouses). 
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I wish also to call the committee's attention to what I think is an 
apparent injustice, in the fact that Congress has made provision, 
and very properly so, for the retirement for the old Life-Saving 
Corps, now part of the Coast Guard Service. All the men of this 
service are now on a retirement system. I think the light keepers 
and the men on the lighthouse vessels are engaged in a very similar 
class of work, in many ways just as hazardous, and they have no such 
system for retirement. 

The Chairman. What is vour idea about retirement, that the Gov- 
ernment should pay part and the men part, or how would you 
arrange it ? 

Mr. Putnam. The bill which is now pending provides for the Gov- 
ernment to pay the retirement system. My own personal opinion is 
that even if the Government paid it all it would be a good business 
investment in that it would permit the service to be conducted in a 
more efficient manner. It would permit us to keep the whole per- 
sonnel up to the highest degree of efficiency, which is impracticable 
under the present system. Also, I think it is a matter of justice to 
the employees. However, any system of retirement that would be 
equitable I would favor. Secretary Redfield, of the Department of 
Commerce, has strongly advocated the retirement system whenever 
the matter has been brought to his attention. I thank you. 

The Chairman. Very well, sir, we are obliged to you. Mr. Sweet, 
did you wish to say something in reference to this? 

STATEMENT OF HON. EDWIN S. SWEET, ASSISTANT SECRETAE^ 

OF GOMMEKOE. 

Mr. Sweet. Mr. Chairman, I wilL not take much of the time of the 
committee. I brought along with me some clippings from the report 
of the Secretary of Commerce dealing with this subject, which I 
would like to leave with you. 

The Chaieman. Will you have them put in the record? 

Mr. Sweet. Yes. I haven't any particular recommendation to 
make. 

The Chairman. Have you any views on the subject? If not, it 
will be the first subject upon which you have not had any views for a 
good many years. 

Mr. Sweet. I haven't any such definite views that I would care to 
express as to the details of a measure on this subject, but I believe, 
and my belief is based upon the experience of something over four 
years now as Assistant Secretary of the Department of Commerce, 
that it would be very profitable for the Government to provide some 
retirement system by which the older clerks in the department, and 
particularly in the Lighthouse Bureau and in the Coast and Geodetic 
Survey, where, as you knoAv, we have a great many men of fine schol- 
arship, men Avho have devoted their lives to scientific investigation 
and study, who are. through age and disability, unable to perform 
their duties as they should be performed. Now, there certainly ought 
to be some provision for caring for people of that kind as a matter 
of justice to them, and I am sure that in our department at least the 
Government would be ahead from a financial standpoint if those 



172 RETIBEMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

who are unable to do their work be<jause of agi? or other disability 
were removed and more competent persons put in their places — a 
smaller number with greater efficiency. I am sure it would work for 
greater efficiency. 

For these reasons I am very strongly in favor of some measure that 
is carefully worked out, the wisest and best that can be framed, but 
as to just what the details should be I am not prepared to say. I do 
not think I have anything further to add. I will leave these clip- 
pings from the Secretary's reports with the stenographer. 

The Chaibman. We are very much obliged to you, sir. 

(The extracts referred to above are here printed in full, as follows :) 

The department has endeavored, so far as is possible without manifest detri- 
ment to the service, to protect the aged employee. There have, however, been 
occasional necessary reductions and dismissals of superannuated Government 
employees. Meanwhile action on the question of providing for the retirement ot 
superannuated clerks has not made apparent advance >vlth those by whom the 
matter must ultimately be settled. Separations from the service of such em- 
ployees by death, resignation, and from other causes are of frequent occurrence, 
but the superannuated employee is still found on the pay roll. The removal of 
such from the list of active employees would add to the average product of the 
remaining employees, would give young, ambitious, and deserving employees 
greater opportunity for advancement, and would generally improve the value of 
the Government clerk and the tone of the service. (Annual Report, Secretary 
of Commerce, for 1915, p. 32. ) 

That the efficiency of the executive civil service is seriously impaired by rea- 
son of its superannuated employees, and that the prompt enactment of some 
equitable form of retirement law is one of its greatest needs, are facts- con- 
ceded by practically all persons who are at all familiar with the problems of the 
service. Efficient service and justice to employees demand a comprehensive, 
wide-reaching, and effective scheme of retirement pensions, the advantage of 
which is being more and more widely recognized by progressive commercial estab- 
lishments and by foreign governments. While doubtless the cost of a civil- 
service retirement scheme would for a tew years add to the expense of adminis- 
tration, it would be a good Investment, and in a short time the service would 
he recouped the additional outlay many times over by the saving It would render 
possible. The standard of efficiency would be raised, the work could be done 
with less force» and this would be accomplished without heartlessly throwing 
out of employment men and women who for decades have given their best 
service to the Government and who have no means of subsistence other than 
their decreasing salaries. (Annual Report of the Secretary of Commerce, 1916, 
p. 36. ) 

A marine officer of the Lighthouse Service who has served for 40 years 
recently told me he hoped for the coming of a retirement system which would 
provide something for his old age after so many years of faithful work. A pro- 
vision for the retirement of employees of the Lighthouse Service who after 
long service have lost their ability for further active duty by age or disability 
arising from their work is essential to full efficiency in administering the service. 
In the Army, the Navy, the Marine Corps, and the Coast Guard, Including those 
who serve on the Coast Guard cutters, such a retirement system noAv exists. 
The result is an unjust and, I think, an unintentional discrimination against 
those who serve in one service and In favor of those who serve In others. 
The men who man the lighthouse ships and who serve in the various light 
stations give their lives to the Government as truly as does an Army or Navy 
officer. Many of them would by reason of their special knowledge be required 
to aid our military forces in time of war. 

The Lighthouse Service is In many respects a dangerous service. By every 
rule of administration and of humanity and by the precedent of the practice 
both in our own Government In other services and of other governments as 
respects this particular kind of work, these men are entitled to retirement pay. 

In the annual report of the Commissioner of Lighthouses for the fiscal year 
1912, page 29, is a statement showing the practice of foreign countries with 
reference to pensioning employees In other lighthouse services. This shows that 
a retirement system is In force with favorable results in all of the countries men- 
tioned. The record is one of unenviable Isolation and inaction on our part. 



BEUBEHENT OF EMPLOYEES JJST CLASSIFIED CIVIL SEBVICE. 175 

On April 24, 1916, the Senate unanimously passed a bill which in its present 
form provides for the optional retirement of officers and employees of the Light- 
house Service at the age of 65 years after 30 years' service and for compulsory 
retirement at the age of 70 years. The retirement pay would be at the rate of 
one-fortieth of the last annual pay for each year of active service, not to exceed 
thirty-fortieths. The measure has my cordial approval and the warm indorse- 
ment of the Senate Committee on Commerce backed by its unanimous passage. 
It is pending in the House of Representatives, and I earnestly hope it may soon 
be enacted into law. It has been recommended in the annual reports of the 
Lighthouse Service every year since 1910. It ought now to be done, and done 
quickly. (Report of the Secretary of Commerce, 1916, p. 155.) 

The serious question of retirement for civil-service employees, while prob- 
ably affecting more or less all the bureaus of the Government, is so specially 
•evident in the Coast and Geodetic Survey that some specific . retirement pro- 
vision should be made for its engineers. The bureau is somewhat handicapped 
to-day on account of the fact that a number of these highly trained men, who 
have served the country faithfully for nearly 50 years and have had largely 
the same education as the graduates of Annapolis and West Point, have now 
reached the age where the duties they once performed are too irksome for 
their advanced years. It necessarily results in a hardship for them to under- 
take to perform such arduous tasks. 

The small salaries these hydrographic and geodetic engineers, who are also 
navigators, have received during their tenure of office have not been adequate 
for them to save any considerable amount of money. The result is that in their 
advancing years they are forced to attempt to continue at their duties, when at 
the age of 64 they should be allowed to retire at a substantial pension, the same 
as an Army, Na^'y, Public Health Service, or Coast Guard officer. It is not 
Justice, under prevailing conditions, to ask that these men retire from the 
service. At the same time, frankly speaking, the service is handicapped, 
inasmuch as their places should naturally be tilled by younger men who are 
better able to meet the hardships. 

To-day in the Coast and Geodetic Survey there are 15 or more men who 
have passed the retirement age, and they should be properly cared for by the 
Government to which they have devoted their lives. No one except those 
in touch with the situation can realize what their services have meant to this 
part of the Government work. While I have particularly dwelt on the ques- 
tion of retirement for hydrographic and geodetic engineers here, other aged 
employees of the bureau are deserving of recognition under retirement legis- 
lation, but along different lines. (Annual Report, Secretary of Commerce, 
1916, pp. 195-196.) 

The Chairman. The committee will now hear Gen. McCain. 

STATEMENT OF BBia. OEN. HENBY P. McCAIN, ADJUTANT OEN- 

EBAL, UNITED STATES ABMT. 

Gen. McCain. Mr. Chairman, I did not come prepared with any 
formal statement ; in fact there was not much notice given to me of 
this hearing, but it is a subject in which I am very much interested. 

The Chair^ian. Any views you may have will have a great deal 
of effect with me. I have a great admiration for your views. 

Gen. McCain. I have a large force there and many of them are 
getting to be old men. 

The Chairman. Have you any figures of them, General ? 

Gen. McCain. There are 77 of them who are 70 years of age or 
over. 

The Chairman. What is your total number of clerks? 

Gen. McCain. The entire number we have is 583 clerks; that is, 
of the old force, and we have also quite a number of temporary 
clerks, but this has application to the permanent force. 

The Chairman. The regular force. 

Gen. McCain. Yes. We have in the lower grades of the oflSce 
clerks who have been there for years and never will get higher. We 
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base it on efficiency and they can go no higher. We can not turn them 
loose; it would be inhuman. The Governmient is not getting fair 
value received for what they are paying out for these clerks. On the 
other hand, we have clerks there 70 years of age whom I could not 
get along without. 

It amounts to this : In my opinion we ought to have an age after 
which the Secretary of War can retire those clerks who have out- 
grown their usefulness on, say, half pay, or three-quarters pay, which- 
ever the Congress sees fit. After, say, 65 years, he should be author- 
ized to retire them if they are not suitable for the purposes of the 
office and not giving the Government fair value. After 70, or some 
set age, the clerks should be required to retire ; but it should also be 
provided that any man need not retire and may remain if he desires 
and if the Secretary desires him to remain. 

The Chairman. You mean there ought not to be any age limit at 
which they must necessarily retire ; is that the idea ? 

Gen. McCain. I think so, except at the option of the Secretary. 
J have one of the best clerks, S3 years of age, as an assistant to 
the chief clerk, and he is just as capable as anybody, I think, able 
to do duty, and he is doing duty of the very highest class. I have 
others over 70 who have been invaluable to me in this crisis. It 
would be a very great mistake to fix it so that clerks like that must 
get out. 

Senator Smoot. I do not think there is any contemplated legisla- 
tion to compel them to go without some investigation made by some 
board that will be created under the law. I do not think that ought 
to be left to one man. I think there ought to be a board that they 
can appeal to or make application to, and then that board decides 
that question, not any one particular person. 

Gen. McCain. We have an efficiency board composed of the chiefs 
of divisions, and an officer in my office goes over these every six months, 
and it is a question of administrative efficiency. 

Senator Smoot. I would want that board to pass upon the em- 
ployees of all the departments of the Government. 

The Chairman. You mean the general board, Senator? 

Senator Smoot. Created by law for the purpose of passing upon 
just such cases as you have cited. There may be hundreds of them 
in the Government ; in fact, I know of dozens of them myself, that it 
would be a great loss to the Government if their services were dis- 
pensed with. In all legislation along this line that I have had any- 
thing to do with, I have always insisted that that provision be put in 
the law, and I want a board appointed to pass upon all employees 
not from any one department l3ut from all the departments of the 
Government, in just such cases as you cited. 

Gen. McCain. The difficulty about that would naturally be that 
that board would not have a direct knowledge of the work the clerks 
are doing. 

Senator Smoot. It is their duty to find out. 

Gen. McCain. If they do, they are liable to inteifere in a business 
that does not really concern them. 

Senator Smoot. Your idea is that it ought to be under the depart- 
ment, the particular department? 

Gen. McCain. Each particular department. The Secretary can 
convene such a board as would satisfy him and have it work, if neces- 
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sary, in the same way as retiring oflScers from the Army on a retiring 
board. 

Senator Smoot. I want that board nonpartisan, so that a man who 
may be forced out who desires to remain in the service can not say 
that the head of the department here is against him and has some 
pique against him and therefore wants to get rid of him. I want 
some kind of tribunal that will have the respect of all the employees 
of the department, so they will have nothing whatever to say, and 
that a man disposed of can not say " I was unfairly dealt with." 

Gen. McCain. I think. Senator, if you constitute this board in any 
of the departments, just as we constitute a retiring board for Army 
officers, and fix it so, if necessary, that they shall not be passed upon 
by a clerk wlio is junior to them, who will be benefited by their retiro- 
ment — ^have it composed of clerks and officers who are in nowise bene- 
fited by the retirement — I do not see that there would be any question 
of unfairness. 

Senator Smoot. We have got to look at the thing from the legis- 
lative standpoint. I do not think that could pass through Congress — 
a provision granting the heads of every one of the departments in the 
Government power to create a committee to pass on these cases. I 
think that is impossible. I think that we should here, in a legislative 
capacity, state that there shall be created a board for this purpose. 
As to the appointments, let the President appoint them, with the 
consent of the Senate, or, for that matter, name them in the law and 
provide for their successors. I think the proper thing to do is to have 
a board appointed for all. T have studied this thing for a good many 
years. 

Gen. McCain. That is a detail, Senator, that can be worked out. 

Senator Smoot. Yes. 

Gen. McCain. The main interest I have is to provide a way to dis- 
pose of the clerk who has ceased to give full value to the Government 
and not to turn him loose in his old age. 

The Chairman. How would you pay for it, General? 

Gen. McCain. I would have the Government pay for it. 

The Chairman. The whole amount, and no contributions? 

Gen. McCain. The whole amount, without any contributions. I 
would base it, we will say, for instance, that you are going to make it 
a certain percentage of his pay at the date of retirement — ^I would 
make it that way — ^but base it on the average pay he has received in 
the last ten years. That will prevent 

The Chairman (interposing). You mean, if there was no contri- 
bution ? 

Gen. McCain. Yes. If you retire them on 75 per cent, and base- 
it on the clerk's pay at the date of retirement — base it on 75 per cent 
of the average pay for the last 10 years, as I stated, that would pre- 
vent the sudden promotion of anybody. 

Senator Smoot. General, vou would prefer, however, to have some 
legislation with some contributory plan than none at all? 

Gen. McCain. Yes. 

The Chairman. Your idea is that it is very much needed by the- 
Government ? 

Gen. Mr(\viN. Yes; because I have clerks I can not turn loose;: 
it would be inhuman. 

Senator Smoot. Doing the Government no service at alL 
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Gen. McCain. They are doing all they can. Their condition and 
age are such that they can not possibly perform their full duties. 

The Chairman. Would the Government save anything by dis- 
charging these employees or retiring these employees and taking 
others in at a lower grade of salary to do the work? 

Gen. McCain. We take them m now at $1,000. I do not think 
jou would get anybody lower than that who would be of value. 

The Chairman. Not much saving on that ? 

Gen. McCain. No. I do not think I have anything further to say. 

The Chairman. We are very much obliged to you, General. 

Mr. Alcorn. Mr. Chairman, Commissioner Ewing is here and in 
somewhat of a hurrv to ^t away. 

The Chairman. We will hear him now, then. 

STATEMENT OF HON. THOMAS EWINO, COMMISSIONEB OF 

PATENTS. 

Mr. Ewing. Mr. Chairman, we have in the Patent Office altogj^ther 
'952 employees. Seventy of them are over 65 years of age and 30 
are over 70 years of age. 

The Chairman. How many? 

Commissioner Ewing. Thirty are over 70 years of age. 

The Chairman. I was talking to Senator Smoot and got that 
mixed up. I beg your pardon. 

Commissioner Ewing. Seventy are over 65 years of age — I beg 
your pardon; I misread the figures; 44 are over 70 years of age; it 
is about 5 per cent. 

The Chairmann. How many altogether '( 

Commissioner Ewing. Nine hundred and fifty-two. Now, we 
have the same situation that The Adjutant General was just stating. 
We have some people who are very efficient and could hardly be 
spared, and we have a gjood many who if they were retired — for 
three or four of them retired we could put in one good, well-paid 
clerk in their places, with the difference between their retired and 
their present salaries, who would do the work better. I do not be- 
lieve, however, so far as my own experience goes, that the retire- 
ment ought to be in any way left to the discretion of the heads of 
the departments. I agree entirely with Senator Smoot's suggestion 
that it ought to be one general board, which would take care of these 
particular cases of people whose services are invaluable, and there- 
fore to be kept on. 

The Chairman. Ought there to be any preliminary work in the 
department, or any preliminary hearing of any kind before the de- 
partment, or ought it to be entirely extraneous ? 

Commissioner Ewing. Of course, the recommendation of the de- 
l)artment ought to be most weighty with the board. 

Senator Smoot. It necessarily would be. 

Commissioner Ewing. It necessarily would. And there ought to 
come a time when the question of retirement is passed on without 
any chances of ill feeling either by the head of the office or by the 
clerks, because I have not simply in mind the possibility of feeling of 
being dealt with harshly; there is a humiliation which comes from 
being treated as superannuated and retired, which humiliation will 
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not exist if it is a question simply of age. Now, 1 had in the office a 
very tragic experience, of which I wish to speak. Tl>ere were four 
people of the examining corps in the office whom I reduced one grade, 
a difference of $800. One of these men went from my office directly 
home and didn't get out of his bed and died the second day thereafter, 
of nothing in the world but mortification. Another of these men 
went from my office to an undertaker's place on Pennsylvania Avenue 
and blew his brains out. Fifty per cent of these cases are proud men. 
They have been capable men. It wjis one of the harsh things that I 
felt that I had to do. Perhaps it was a mistake, but none the less I 
thought it the best. 

Now, I am not familiar with this matter as a general piece of busi- 
ness. I do not know myself whether it ought to be a contribution by 
the Government altogether or by the employees partly. I think it is 
something the Government ought to be a part}'^ to. But to introduce 
a system in which the employee pays a part would be difficult in its 
applicability to existing conditions. I think in any event the exist- 
ing conditions ought to be taken care of. You can not require a con- 
tribution as a condition of retirement when the people ought to be 
retired at once. I do not know whether that has been 

Senator Smoot. That could be taken care of in any legislation that 
would be even submitted, and particularly will it be taken care of if 
it ever passes and becomes a law. 

Commissioner Ewing. Yes ; because there are many instances at the 
present time. There is one aspect of this business that I think might 
also be mentioned. It is not merely that the elderly people can not do 
as good work as they have been doing. There is a certain disorgani- 
zation that comes about from their being there. They can not be 
held as strictly to the work, and the younger people are likely to try 
to get the same sort of treatment for themselves. They talk a great 
deal, for they like to reminisce. They are people of dignity, and it is 
not easy to discipline them, and the mere removal of them from the 
corps would enable the application of a stricter discipline, so that 
from that point of view I think the retirement plan would be very 
good. 

I am glad to answer any questions that you wish to ask, but I have 
not given very much study to the matter, as it does not come in my 
ordinary work. 

The Chairman. We are very glad, indeed, to have your views, Mr. 
Commissioner. 

Mr. Alcorn. Mr. Satterfield, of the Department of Justice, would 
like to be heard, Mr. Chairman. 

The Chairman. We will be very glad, indeed, to hear Mr. Satter- 
JSeld. 

I^TATEMENT OF MB. CALVIN SATTERFIELD, dHEF OF THE 
DIVISION OF ACCOUNTS, DEPARTMENT OF JUSTICE. 

Mr. Satterfield. Mr. Chairman, the Department of Justice force 
is one that is not very much affected at the present time. I think we 
have in the department about 16 employees or clerks that are over 
03, 7 of whom are 70 and over, and out in the field we possibly have 
20 or 30. 

1777—17 22 
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The attitude of the department in the past has been very favorable 
to the pensioning of employees, and favors the payment by the Gov- 
ernment of entire expense instead of the assessment plan. 

Senator Smoot. You mean the employees of the Department or the 
heads of the department? 

Mr. Satterfield. The employees of the department, and the Attor- 
ney General's attitude is— 1 am representing him in this — favor- 
able to as liberal a policy as can be obtained. I personally have had 
some little experience in outside work with some commercial houses 
in pensioning their employees — in some cases assessments, in others 
earnings of the business — and my personal experience has only been 
here for two or three years that the clerks are not getting enough 
salary now to justify the assessment of any considerable amount. 

The Chairman. How many clerks have you altogether in your 
department? 

Mr. Satterfield. Between 250 and 300, all told. 

The Chairman. How many of them are over 70? 

Mr. Satterfield. Only seven over 70. 

The Chairman. How many unfit for work? 

Mr. Satterfield. Only one or two unfit for work. We lost one or 
two in the last year, and one of them was over 80 — 83 — and he has 
been wholly unfit for work for several years, but he considered that 
he didn't have enough to live on, and he stayed on. 

I do not think that there is anything that I could add, except that 
it seems to me that the act itself ought to say what is necessary to be 
done in the retirement, and any mooted questions should be left to 
the board that may be provided. Let the board inquire into and con- 
sider each individual case. That is all I have to say. 

The Chairman. We are very much obliged to you. We will hear 
from Col. Birmingham. 

STATEMENT OF COL. HENBY P. BIBMINGHAM, OFFICE OF THE 

STJBOEON OENEEAL, WAB DEPABTHENT. 

Col. Birmingham. T would like to say that Gen. (xorgas is out of 
town and asked me to come here and represent him. I have very 
little to add to what Gen. McCain has already told the committee. 
He has set forth so clearly the needs of the clerks of the War Depart- 
ment that I can hardly add to it. The conditions are much the same 
for them all. They are very much similar in the Surgeon General's 
office and in The Adjutant General's. 

The Chairman. How many employees are there in the Surgeon 
General's office ? 

Col. Birmingham. I couldn't state just now, Mr. Chairman. We 
have been adding so many lately, and I came here unprepared. 

The Chairman. Have you any that are incapable of working? 

Col. Birmingham. They are all doing some work Mr. Chairman, 
with one exception ; there is an old man 80 years of age — ^I forget his 
name — who for six months has been unable to do anvthing, and of 
course is not drawing pay. It is a sad case and one oi the cases that 
particularly call for the action you gentlemen of the committee 
are contemplating. 

The Chairman. You favor this kind of legislation? 
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Col. Birmingham. Yes. 

The Chairman. We are very much obliged to you. 
Mr. Alcorn. Capt. Daly will address the committee. 
The Chairman. You may proceed, Captain. 

STATEMENT OF CAPT. CHAELES P. DALY, OFFICE OF THE 
QTTABTEBHASTEB OENEEAL, WAB DEPABTMENT. 

Capt. Daly. The Quartermaster General directed me to repre- 
sent his office at this hearing, and I can only speak as to conditions 
existing. We have in our omce in the Quartermaster General's office 
the regular force of 330 employees. Out of 330 there are 49 over 66 
years of age, 25 of whom are over 70; one of the 25 is 83. In the 
department at large, the Quartermaster Corps^ the field service, we 
have about 8,000 regular employees. We have noAv perhaps 12,000 
or 14,000, but the regular force is about 8,000, ranging in salaries 
from $360 to $2,400 per annum. Of the 8,000 there are 135 over 
70 years of age. Most of these men are drawing small salaries. A 
good many or them have been getting the higher rates of pay. some 
as high as $1,800, but due to age and infirmity they have slowed up 
and have been reduced in compensation until they now, most of them^ 
are at the lower rates. Of 49 in our office perhaps 60 per cent of them 
are rendering fair service: 40 per cent are rendering hardly any 
service. The office has followed the policy that I presume has 
been really about a sort of unauthorized pension of reducing these 
men year after year from a higher to a lower grade as their efficiency 
becomes impaired, until we finally get them at the lower rate and 
carry them on, and although they show up in the office they are 
unable to render much service. That accordingly impairs the effi- 
ciency of the office, and some provision I am quite certain ought to 
be made to remove that defect. I have in mind a tragic case of a 
man named Ming, who has had nearly 40 years' service as packmaster. 
He was reduced from $100 a month to $60, later to $40, and placed 
on duty at Fort Huachuca as watchman. He became so decrepit 
that he could not render service as a watchman; after 40 years' 
service he was dropped in March last, as we had no other recourse 
but to discharge him, and there is a case of another man at the same 
place, a teamster, for 35 years, faithful, efficient, and hard working, 
who had to be dropped, as there was no place to put him. He could 
not do the work or render any service. 

I am quite certain that the Quartermaster General favors the plan 
of straignt pensions — that is, the Government to pay all of the costs. 
I think he does favor the idea of a central board passing upon the 
retirement of the individuals. Of course the names of those indi- 
viduals would reach the central board from the office reports twice 
a year passing upon the qualifications of these men and their effici- 
ency. I do not think the Quartermaster General is in favor of the 
department board. I do not think there is anything else I have to say. 

The CiTAiR^iAN. We are very much obliged to you. 

Senator Smoot. Mr. Chairman, I will ask you to excuse me as I 
have to be in the Senate to present a resolution. I -would like to 
stay longer but I will have to go to the Senate. 

The Chairman. Verv well, Senator. 
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Mr. Alcorn. Mr. Chairman, there are several representatives ot 
different departments here who desire to be heard. 

The Chairman. All right, sir. 

Mr. Alcorn. The next speaker will be Mr. Galloway, commissioner 
of the civil service. 

The Chairman. Very glad to have Mr. Galloway speak. 

STATEMENT OF HON. CHAELES M. GAIIOWAT, ITNITED STATES 

CIVIL SERVICE COHMISSIONEB. 

Mr. Galloway. I have here, Mr. Chairman, a statement represent- 
ing the views of the commission with reference to retirement of civil- 
service emploA^ees. As yon know, the commission has for a number 
of years favored the contributory plan of retirement, and with your 
permission I will just submit this for the record. 

(The matter referred to above is here printed in full as follows:) 

The commission does not regard the existing evils in superannuation as a 
necessary incident or outgrowth of the merit system and the subject of retire- 
ment is dealt with in its reports because of its bearing in the establishment of 
improved administrative methods. Superannuation existed before the merit 
system was established, and it has not noticeably increased as a result of that 
system. On the contrary, it is believed that the greater freedom which ap- 
pointing officers may exercise in removals as a result of the merit system tends 
to relieve the evils of superannuation. Neverthless the Improvement of methdds 
of administration and the proper adjustment of pay can not be effectively pro- 
vided for until a retirement system is established which will make provision 
for this class of employees as a definite incidence of employment such us is 
being gradually extended and coming to be accepted In public and private 
services. It Is more and more being recognized that employment systems, both 
public and private, should protect the employer against the old age or infirmity 
of his employees. 

The commission believes tliat a contributory plan is the only just and practi- 
cable one for the retirement of public employees and earnestly recommends its 
adoption for the classified service. Under such a plan the persons to whom re- 
tiring allowances are granted would be required to make definite periodical 
payments from their salaries or to consent to deduction therefrom as con- 
tributions to the fund from which the allowances are to be paid, not as a 
gratuity, but as a definite measure for securing efficiency apart from senti- 
ment. It is recognized that private services have almost without exception 
adopted the noncontributory principle of pensioning employees In order to 
avoid contractual obligations on the part of employees, but public services are 
to an increasing extent establishing retirement systems on the contributory 
principle, both the public treasury and the employees sharing the cost of the 
future payments. The differences between public and priv?ite services require 
a difference in the system of retirement. In a public service a pure pension 
leads to Inefficiency by making difficult the dismissal of incompetent employees 
and is disadvantageous to the employees, because being regarded as deferred 
pay and creating a favOre<l class it exercises an adverse influence upon 
salaries. It gives support to fresh claimants insistent in their demands for 
similar favors. A contributory system, on the other hand, would meet with 
earlier and more general public acceptance as freer from liability to abuses 
and a necessary measure for securing efficiency by enabling appointing officers 
to more readily dispense with the superannuated and the inefficient. It Is In 
the interest of public policy as also of the employee that savings should be 
compulsory. The Government is benefited In obtaining increased efficiency 
and vTOuld be more than compensated in bearing a part of the cost of a retire- 
ment system along with the entire burden of making provision for super- 
annuation existing at the time of adopting the system. It is proven by experi- 
ence that voluntary means are Ineffectual for provision for old age and that 
compulsion must be exerted upon employees to make deductions from their 
salarfes. 

A uniform centrally controlled administration of a retirement system just 
alike to the interests of the Government and the employee established under 
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action by Congress Is necessary tx) guard against abuses, and in the interests of 
stability, definite statistical information, economy, the avoidance of failure 
through laclv of sound actuarial advice, to tide over difficulties in applica- 
tion, and to provide for discrepancies in actuarial computation. A system 
established by law upon a scientific basis and actuarial advice and supervision 
would alone give assurance of perpetuity. Without Government support there 
could be no element of certainty in the life of the scheme and avoidance of its 
Xxitfalls and no assured scale of retirement pay so that each employee's ac- 
count upon withdrawal, disability, or death would bear a secure relation to the 
sum paid in by him, all pension systems at times being subject to unusual de- 
mands owing to differences in mortality. 

The Chairman. Let me ask you about that; it is a plan of retire- 
ment? 

Mr. Galloway. No; just a suggestion of a contributory plan. The 
question was asked by you a while ago whetiier there would be much 
of a saving if these superannuated people were now retired. I wanted 
to say that I feel satisfied that there would be a considerable economy 
effected if some of the higher salaried superannuated persons were 
retired and paid, say, $50 a month, and let their positions be filled 
by lower salaried clerks at $1,000 or $1,200. Some are drawing sal- 
aries as high as $4,800 a year. 

The Chairman. Have you made yourself or had made any figures 
on that subject? 

Mr. Galloway. Yes; along that line. 

The Chairman. I would like to have those figures. 

Mr. Galloway. I will be very glad to submit them. 

The Chairman. You may include them in your hearings. 

Mr. Galloway. Yes, sir. In connection with Gen. McCain's state- 
ment about the value of men past 70 years of age, I wish to read you 
a letter from the x\ssistant Secretary of the Treasury, dated Novem- 
ber 1, 1909, and addressed to the then president of the Civil Service 
Commission. This is very brief (reading) : 

Dbab Genisral: The efficiency test in the Treasury Department is not com- 
plete, but it already demonstrates clearly to us that old age and inefficiency are 
by no means synonymous. We find in the department clerks who have passed 
the three-score years and ten, and are, nevertheless, among our most efficient 
workers. The fact is that in a great department like this experience and 
knowledge of customs and of what has been done in the past is an important 
and valuable factor. But, aside from that consideration, the actual activity of 
many of the older clerks is fully equal to that of many younger men. 

Charles D. Norton, Assistant Secretary. 

Mr. Chairman, I will be very glad to submit these figures that you 
mention when I have opportunity to get a copy of the hearing. 

The Chairman. Do you favor a central board to pass on it? 

Mr. Galloway. Yes, sir ; I am heartily in favor of a central board 
to pass on questions of retirement. 

The Chairman. How would you appoint them? 

Mr. Galloway. I think they should be appointed by the President. 

The Chairman. By and with the advice and consent of the Senate? 

Mr. Galloway. By and with the advice and consent of the Senate. 

The Chairman. Would you have any restrictions about partisan- 
ship ? 

Mr. Galloway. Yes, sir ; I think the board should be composed of 
three persons, not more than two of whom should be members of the 
same party. In my opinion this board should pass upon all ques- 
tions relating to retirement. 
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The Chairman. In other words they would simply receive recom- 
mendations from the departments and then go into the matter and 
pass on it ? 

Mr. Galloway. Yes. 

The Chairman. What is your idea about the age limit? 

Mr. Galloway. The age limit is a part of the matter that the board 
should pass on. I do not think it would be a good idea to fix an 
arbitrary age limit, because a great many men of 65 years, and some 
at 70, and some even at 83, as we have heard testimony here this 
morning, are valuable men in the service. 

The Chairman. Yes. 

Mr. Galloway. That should be in the discretion of the board 
as to a man's work and how he is performing it. That can be ascer- 
tained. 

The Chairman. You can easily see how that might be open to 
great abuse. 

Mr. Galloway. That is true. I would not fix an arbitrary age 
limit, such as 65 or 70, because some men over 70 years of age are 
capable of doing as good work, as much work, as persons of 40. In 
our own establishment we have about 260 employees, and 1 think we 
have only one over 70 years of age. 

The Chairman. How many that are incapable? 

Mr. Galloway. We have none that are incapable. 

The Chairman. All are well, fit, and in good shape. 

Mr. Galloway. Yes. 

The Chairman. Then, as far as your division is concerned, they 
don't need it ? 

Mr. Galloway. No, sir. I should like to submit here, Mr. Chair- 
man, a statement, a brief excerpt, from the thirty-third annual report 
of the commission, with reference to retirement. 

(The excerpt referred to from the thirty-third annual report of 
the commission is here printed in full, as follows :) 

Superannuation is older than the civil-service act, and any increase does not 
result from the merit system. That system does not protect incompetents. 
Improved administrative methods and the standardization ot salaries can not 
be effectively made until a retirement system is established which will provide 
for superannuated employees. The commission believes that a contributory 
plan would be just and practicable and earnestly recommends its adoption. 

The Chairman. The statement you have previously put into the 
record as to the effect — it would he a half -ana-half plan, or what? 

Mr. GAMiOWAY. A contributory plan. 

The Chairman. A contributory plan? 

Mr. Galloway. Yes. 

The Chairman. Do you not think that is the only way? 

Mr. Galloway. Yes. 

The Chairman. Have you ever looked into the question to see 
what would be the cost, say, 25 years from now ? 

Mr. Galloway. No, sir; I have not gone that far into it. This 
suggestion that I make to you about retiring those persons drawing 
the higher salaries would result in a considerable saving. 

The Chairman. I am confident of that. 

(The figures referred to will be submitted to the committee by Mr. 
Herbert H. Brown, chief of the Bureau of Efficiency, at a later date.) 



BETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SEBVICE. 183 

Mr. AiiCORN. Mr. James M. Baity, Auditor of the War Depart- 
ment, would like to be heard. 

The Chairman. Proceed, Mr. Baity. 

STATEMENT OF ME. JAMES M. BAITY, AITDITOE FOE THE WAE 

DEFAETMENT. 

Mr. Baity. I want to invite your attention to a condition in my 
oflSce. It obtained last February. I had on my roll 207 people-^ 
62 of those at an average age of 74 years, 50 of them at an average 
age of 76 plus. That is a condition that I do not think any bureau 
ought to be compelled to operate under. 

The Chairman. Now, how many of those do any work at all? 
Take those over 76 — ^how many do work? 

Mr. Baity. They all do work in my office, except four people. 

The Chairman. Four people? That includes all clerks? 

Mr. Baity. I have four people that do nothing. 

The Chairman. How many have you who only do a small amount 
of work ? 

Mr. Baity'. Well, the salaries of these people run from $900 per 
annum to $1,800. I have three clerks of that age who draw $1,800. 
Up to recently they were reasonably worth it. They are slipping 
now, and not worth it. The rest of them would run down irom 
$1,800 to $900. 

The Chairman. Hoav many employees — ^you said you had four 
that were absolutely incapable of working ? 

Mr. Baity. Yes. 

The Chairman. How many have you that are just capable of 
doing a little work. 

Mr. Baity. Out of that 62, 1 would say there were 30 per cent of 
them that were worth very little to the office. 

The Chairman. Yes; and what would be the average pay to 
those 30 ? 

Mr. Baity. $1,200 to $1,400. 

The Chairman. $1,200 to $1,400. Your idea is you can get a clerk 
at $900 to $1,000 who would do the work very much better? 

Mr. Baity. About a year ago that number of clerks were receiving 
in my office about $99,000. If I had been at liberty, I could have 
pensioned these people at $600 a year and not had to expend nearly 
all the left-over balance for employees able to do the work out of 
that saving. 

The Chairman. You would pay those 62 people $38,000 and then 
you would have $61,000, and your idea is that how many clerks could 
do all the work of these 62? 

Mr. Baity. I think with half that number. 

The Chairman. Thirty clerks? 

Mr. Baity. Yes. They could have been employed at $900. 

The Chairman. That would be a saving to the Government, ac- 
cordingto your figures? 

Mr. ^aity. Yes. From the standpoint of economy in my office 
a retirement bill would save the Government monOT. 1 do not Imow 
whether that would apply in all Government offices, because I do 
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not think there is any bureau in the city of Washington that has the 
same percentage of old people that we have. 

The Chairman. I think that is the largest that has been submitted 
to us. What is your idea about the age limit ? 

Mr. Baity. If a law was passed there would have to be an arbi- 
trary age set, say 70 years, and then the commission or those in au- 
thority would have to use their judgment as to whether a clerk was 
retired or not. I have men in my office 70 years of age that are com- 
petent. 

The Chairman. They would not be retired ? 

Mr. Baity. No. They are worth what I am paying them. I have 
others that are not, so you see it would have to be in the hands of an 
office to make a thorough investigation as to the men's qualifications, 
and then act accordingly. 

The Chairman. Some suggestion has been made that all this work 
could be done by a board in the Pension Bureau. Do you think it 
ought to be a separate board or not? 

Mr. Baity. I have never given it any thought ; it could be handled 
either way. 

In fact, as a general proposition, I am not right keen in favor of a 
retirement bill, because I could never convince myself that the Gov- 
ernment clerk who has been reasonably well paid and properly housed 
and has worked short hours is an}^ better entitled to pension than a 
wagon maker, a farmer, or a blacksmith, who are producers and have 
helped to feed the rest of us. That is a general proposition ; I have 
always doubted the justice of it. But as a question of economy and 
saving money to the Government, I am sure that so far as our office is 
concerned it would save the Government money. 

The Chairman. You are looking at it purely from a Government 
standpoint? 

Mr. Baity. Yes. 

The Chairman. We are very much obliged to you, Mr. Baity. 

Mr. Alcorn. Miss Florence Etheridge, of the Bureau of Indian 
Affairs, would like to be heard. 

The Chairman. Very well. 

STATEMENT OF MISS FLORENCE ETHERIDGE, EMPLOYEE OF 
THE OFFICE OF INDIAN AFFAIRS, DEPARTMENT OF THE 
INTERIOR. 

Miss Etheridge. Mr. Chairman, I have only a few words to say. 
and I would like to devote myself particularly to the great need that 
to many of us in the Government service is so apparent. It happens 
that I am an officer of the Federal Employees' Union, which is offi- 
ciallj' committed to the Wadsworth-Dale retirement bill, though I 
wish" to speak merely as an individual this morning. I can not see 
that the Wadsworth-Dale bill, or any other scientifically cast bill, 
either of a contributory nature or of what is called the straight 
pension plan, is inconsistent with the Keating bill, which purports 
wholly to deal with the immediate necessities of relieving the super- 
annuated, and of relieving the Government service of them. 

The Keating bill is, I think, professedly only a war measure, and is 
not supposed to be effective after July 1, 1919. Just at this timer 
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when we are in the midst of war, when we have entered on a great 
war, it is a rather serious matter to consider that we have 10 per cent 
of the employees in the Government service in Washington who are 
over the ag3 of 65 years. I take these fibres from the bulletin of the 
Census Bureau on the subject of the civil service. Of the employees 
in the District who are at least 70 years old only 18.1 per cent have 
been in the service less than 15 years, while outside the District of 
Columbia the corresponding percentage is 45.3. 

In so far as one can judge from such a comparison — 
This bulletin of the Census Bureau, No. 94, says — 

it would seem therefore that possibly the men in the District tend to remain in 
their positions after reaching an age at which the average man would have 
retired. For the women in the District no special tendency is apparent toward 
remaining in the service after reaching the age of 65. It is interesting to note 
however, that the proportion formed by women between 35 and 65 is consider- 
ably higher in the civil service than it is elsewhere. 

My quotation of the census bulletin stops at that point. It offers 
an interesting field for conjecture, however, whether the women be- 
tween 35 and 65 in the Government naturally remain because the}- 
like to work in the manner of living in the District for Govern- 
ment employees, or whether it .is simply that their salaries are so 
small that they are not able to afford to quit the service, whether 
they are unable to save sufficiently. 

The Chairman. Have you any figures as to the relative amount of 
salaries of women in the Government employ and those in the em- 
ploy of private institutions and places ? 

Miss Etheridge. I am not able to give you figures on that point. 
However, the bulletin No. 94, which was published in 1907, and which 
gives the last authoritative figures that we have on the civil service, 
although another is to be* published in the fall which will bring the 
figures up to date, shows that 55 per cent of all the employees in the 
District in the departments receiving less than $720 per annum were 
women. 

The Chairman. Less than $720? 

Miss Etheridge. Yes. 

The Chairman. That takes in the charwomen, too, does it not? 

Miss Etheridge. I presume it includes them. 

The Chairman. Probably almost entirely; among the clerks there 
are few Avho get less than $720? 

Miss Etheridge. As to the average in the clerical grades, I do 
not know. However, in the Bureau of Engraving and Printing, and 
if I am wrong I will ask to be corrected on this point, because I am 
not absolutely certain, and in the money-counting division of the 
Treasurv of the Ignited States, there are manv women who do not 
receive more than $G00, and to whom $720 represents a promotion. 

The Chairman. I think that condition in the Treasury Depart- 
ment stands by itself, from some personal investigation I have made 
of it some time ago, and it is one that ought to be corrected. The 
Bureau of Engraving and Printing also stands by itself, as w« all 
Joiow, but the women that you included in the less than $720 are 
largely charwomen, who work only a small portion of the day. 

Miss Etheridge. Yes, sir. If I might be allowed a personal ref- 
erence in this record. 
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The Chairman. We will be glad to have you say anything you 
wish. 

Miss Etheridge. I entered the Government service 17 years ago 
in the Census Office, and was assigned to clerical duties at a salary 
of $600 and it was some months before I reached the status of $720. 
Wliether or not the relative salaries have been increased since that 
time it is a little difficult to make a general statement, but judging 
from the statements that we hear, in general, I am inclined to think 
there would be a good many $600 salaries among women at the 
present time. 

Senator Wolcott. How many increases in salary have you re- 
• <^eived since you went in the service ? 

Miss Etheridge. I have been in the service for 17 years. I en- 
tered in June 1900, at a salary of $600. In August or September, 
1900, I was raised to $720. I received successive promotions during 
1900 and 1901 up to $1,000. I then had to wait six years, and I con- 
sidered this a great injustice, to reach $1,200. I found it impossible 
in the Census Bureau to get more than $1,200, doing the work I was 
doing, so when the first opportunity came I asked for a transfer and 
received a transfer to the Indian Office, where I am engaged in law 
clerk's work in the probate division at a salary of $1,400. I am 
still hopeful of further promotion, but haven't received all, as I think, 
that I am entitled to yet. That is only by way of a personal state- 
ment in regard to the question as to salaries which women are re- 
ceiving in the Government service. 

The Chairman. I will state, for your encouragement, that I 
worked once for several years at 50 cents a day. I didn't work for 
the Government. 

Miss Etheridge. Yes. Ten per cent of the civil-service employecw^ 
who are 65 years of age and over have, it is interesting to note, a 
higher average salary than any other age class in the Government 
service. The average compensation is $1,194, or, roughly, $1,200. 
This, of course, means in individual cases somewhat larger compensa- 
tion, and when we reflect on that it represents an average which is 
quite large. Indeed, the average salary of those from 75 to 79 is 
€ven higher. It is $1,263. Of course, when we realize that these 
average salaries are higher at those ages for which we are told people 
are likely to be inefficient, we also realize that it represents an in- 
justice to younger people in the service, who are deprived of posi- 
tions carrying a higher rate of compensation in order that these old 
people, some of whom or all of whom are incapable on account of 
age of doing the work, will receive the salaries; so the injustice is 
not onlv to these superannuated clerks who are kept on working, 
some of them working only in name, but also to the younger clerks 
and employees and, of course, to the Government itself, in that it is 
bearing the expense. I am inclined to think that the immediate 
retirement of these civil-service superannuates under the Keating bill 
would result in a saving of money to the Government, as it contem- 
plates an immediate retirement. 

The Chairman. We are obliged to you. 

Mr. Alcorn. Mr. Wilmeth, Chief Clerk of the Treasury Depart- 
ment, will speak next. 

The Chairman. All right, Mr. Wilmeth. 
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STATEMENT OF MB. JAMES W. WILMETH, CHIEE CLEBE OF THE 

TBEASTJBY DEPABTMENT. 

Mr. WiLMETH. Mr. Chairman, I want to speak just on the broad, 
general subject, without going into any definite or minute analysis. 

The Chairman. You do not mean to say without committing your- 
self? 

Mr. WiLMETH. No, sir. I want to commit myself right now. I 
want to say that the Secretary of the Treasury in his last annual 
report recommended to the Congress the enactment of a just and 
equitable civil-service retirement law. The department is committed 
to that policy. The question as to whether it should be a contributory 
plan or an all Government-paid plan is one in which we are inter- 
ested, because I believe, gentlemen, that if you would give us in the 
Treasury Department a lump fund that we might use for the double 
purpose of paying retirement pay and hiring younger people to take 
the places of those that are old, that we would be able with that 
lump sum, representing the salaries that are now paid to the older 
<»nployees, the superannuated employees, we will be able to pay 
the retirement and hire a new force sufficient to do the work and 
more work than is now done for the larger amount of money that we 
are now paying. That means, Mr. Chairman, that the department 
is losing money, that there is something wrong with the present 
system. 

Senator Wolcott. Right there, you say you could take the same 
amount of money that it costs now for the clerical force of the Treas- 
ury Department and provide a more efficient force and at the same 
time carry a retirement compensation 

Mr. WiiiMETH (interposing). That is not exactly my point. If 
we had a lump f tmd representing the salaries that are paid the super- 
annuated employees we could take that lump fund, retire our em- 
ployees on what we would consider an equitable rate of pay, and hire 
new employees from the fund, who would do a similar amount of 
work to the work that is now being done. 

Senator Woixjoti'. That is to say, you would have what per cent 
of the old superannuated employees come down on a less salary, and 
the amount saved out of their salaries you would use to employ addi- 
tional help ; is that the idea? 

Mr. WiLMETH. No, sir; that is still not quite my point. The 
Auditor for the War Department told you a while ago as to the sala- 
ries received by some of the older employees in his office. The tend- 
ency has been in the Treasury Department, and I think in all of the 
departments, gradually to scale down the older employees when they 
have reached their limit. That is always done reluctantly and care- 
fully. I mean to say, to take the amount of pay or salaries now 
drawn by the superannuated employees and make a lump fund of it, 
that we would be able to hire new employees from the fund to take 
their places, and retire the old employees on what we would consider 
an equitable basis of retirement. 

Senator Wolcott. Which would be at a rate less than they are now 
r^eceiving? 

Mr. WiLMETii. Yes; to be sure. The Treasury Department is not 
lasking for a huge amount to do this. The old employees do not ex- 
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pect it. Many who are receiWng larger salaries would be perfectly 
willing to step down and out on a salary they could afford to live oiu 
They wouldnx necessarily have to, either, in my opinion. I think 
that most of the other departments are doing just what we are doings 
virtually pensioning their employees in the service. 

Senator Wolcott. You state by retaining them ? 

Mr. WiL3iETH. By retaining them. 

The Chairman. And reducing salaries? 

Mr. WiLMETH. Yes, sir. 

The Chairman. How many have you charge of, about ? 

Mr. WiLMETH. I am chief clerk of the Treasury. We have some- 
thing in excess of 9,000 employees in Washington. 

The Chairman. How many of those are over 70? 

Mr. WiLMi«]TH. I couldn't answer that definitely. I don't think it 
would hardly reach 10 per cent. It might because of those we have 
taken on lately, and we have taken on a great many employees. 

The Chairman. What is the ordinary number in that clepartment ? 

Mr. WiL3tETii. Sir? 

The Chairman. What is the normal number in that department ; 
before the war how many did you have? 

Mr. WiLMETH. I should say 10 per cent. 

The Chairman. You mean an increase of 10 per cent? How many^ 
have you taken on since the war? 

Mr. WiLAiETH. We have taken on in the neighborhood of a thou- 
sand people in the last year. 

The Chairman. That is, about 10 per cent? 

Mr. WiLMETH. Yes, sir; slightly in excess of that. 

Dr. Jordan. Does that include the Bureau of Engraving and 
Printing? 

Mr. WiLMETH. Yes, sir. 

The Chairman. You are in favor of the Government taking the 
whole burden or dividing it? 

Mr. WiLMETH. I think it better for the Government to take the 
whole burden, just for the reason I spoke about a while ago. 

The Chairman. I will ask you — some one was telling me, I do not 
know whom, within the last day or two, that where governments had 
had these systems established for some time, that the retired pay 
amounted to about 25 per cent of the entire pay of the service. Have 
you any figures on that or can you get figures on that ? 

Mr. WiLMETH. I didn't come prepared with them. I can put 
them in. 

The Chairman. I would be ^'ery glad if you would. Of course, 
it is our duty, in determining on these things, to see just where we 
are coming to. 

Mr. WiLMETH. Yes. 

The Chairman. In these hearings we should get all the facts pos- 
sible so that we can see just what the cost is going to be. 

Mr. WiLMETH. I should be very glad to make it. 

The Chairman. I would be very glad if you would. I do not know 
how it is myself. 

Senator Wolcott. You made the statement a while ago that yon 
thought all the departments were virtually doing as the Treasury 
Department is doing, namely," pensioning its aged employees. 

Mr. WiLMETH. In the service ; yes. 
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Senator Wolcott. In the service. There is now, then, practically 
a pension scheme in operation, if that be true, is there not? 

Mr. WiiiMETH. You could not call it a pension scheme. Taking 
the older employees as their usefulness wanes, putting them down 
in the lower grades, they are still working and being retained in the 
service. 

Senator Wolcott. Of course, it is not strictly a pension scheme; 
but there is an attempt to do it, I gather from what you say, is there 
not? And it seems to me it would be just inhuman to throw a man 
or woman in his or held old age out into the street; so, is there not 
an attempt to accept the principle, at least, as a pension scheme, in so 
far as its practical application goes, by still retaining them in Gov- 
ernment employment, in jobs that they seem to be able to fill more 
satisfactorily because of their advanced age — ^that is, in some smaller 
job — ^is not that going on practically now ? 

Mr. WiLMETH. Yes. There is a tendency to keep them. They are 
being kept ; and we do it on the ground that after an employee has 
served long and faithfully and is, on account of age, not able to earn 
a livelihood elsewhere, and has spent all of his life and the best part 
of his usefulness in the department, it would be a manifest hardship 
and injustice to put him out. 

Senator Wolcott. So it wcjuld. 

Mr. WiLMETH. Many of these older people, too, are veterans. 

The Chairman. Are you in favor of a flat rate of retirement for 
employees in the service after a certain length of time, or a graduated 
system ? 

Mr. WiL.AiETii. 1 have not given it enough thought to answer in- 
telligently, but my own thought is there should be an arbitrary age 
established, and I think the simplest thing would be to make a flat 
rate. However, I am not committed to that. I am simply giving 
you my own idea. 

The Chairman. What have you to Siiy about the retirement of 
women as well as men ? Should they be retired on the same principle 
and at the same salary — the same retired pay i 

Mr. WiLMETii. Well, 1 have not given any thought to that. I do 
not see, in justice, why that should not be done. I think it should. 

The Chairman. I agree with you on that. 

Mr. AViLMETH. The entrance pay is the same and the promotion 
grades are the same, and they are promoted for the same skill and 
they do the same work. Why should they not be treated the same in 
the matter of retirement ? I think without doubt that should be done. 

The Chairman. Is there anything else i 

Mr. W^iLMETH. I believe I have nothing further to say. 

The Chairman. When you get a copy of the hearing I wish you 
would put in such figures as you desire. 

Mr. WiLMETH. Yes. 

(The matter referred to above is included in a letter, which is here 
printed in full, as follows:) 

Tkkasi RY Department, 
Washinfjfon, Auyuat 11, lOJl. 

Deab Senator McKkllar:. Uef erring to my testimony gome time ago before 
your committee on the subject of the retirement of snfieramnuited civil-service 
employees, you will rwjiU your request that I furninb you with w statement 
showing the i)ercentage of the cost of a retirement plan as compared with the 
actual salarj' of the employees. My iu vest igj'.t ion on this subject does uot 
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show any particular relation between pensions and sjilaries, so fur as the matter 
has been investigated. 

Mr. Herbert Brown, who has submitted a report on civil-service retirement in 
Great Britain, which was published as Senate Document 290 of the second 
session of the Sixty-first Congress, sets forth in his report that in England 
the pensions range from 4 to 32 per cent of the active pay roll. In the Post 
Office Department they amount to 6 per cent of the pay roll and in the customs 
service to 30.6 per cent of the pay roll. 

Mr. Brown advises that the general impression seems to be that the total 
civil pension payments equal about 16 or 17 ijer cent of the amounts paid for 
salaries. His report shows that in rapidly growing offices where a large num- 
ber of younger i)eople have been employed the pensions represent a compara- 
tively small i>er cent of the active pay roll ; on the other hand, in offices that 
have grown slowly the i)ensions have risen in some cases to as high as 32 ^v 
cent of the active pay roll. This is what 1 meant when I stated that there^ 
is no direct relation between pensions and active pay. 

I invite your attention to pages 124 and 125 of Senate Document 290. second 
session of the Sixty-first Congress. 
Very truly, yours, 

.Iamks L. \ViLMh:Ti£, Chief Clerk. 

Hon. Kenneth McKEii^R, 

Chairman Committee on Civil Scrrive and Retrenchment, 

United States Senate. 

Mr. AiiCORN. I will introduce now Mr. Warwick, Comptroller of 
the Treasury Department. 
The Chairman. Very well, proceed, Mr. Warwick. 

STATEMENT OF WALTER W. WABWICK, COMPTROLLER OF TH£ 

TREASURY. 

Mr. Warwick. I do not know^, Mr. Chairman, that I can add any- 
thing to this discussion. After a service of about 15 years out of 
the last 25, a part of that time in the classified service in the Govem- 
ment, I have reached the conclusion that the interest of the Govern- 
ment and the interest of the employees require some system of elimi- 
nating the superannuated. I have a view of that, possibly, that is 
different from others, but I think there ought to be an age limit fixed 
in the law. ' 

The Chairman. What age limit? 

Mr. Warwick. I would say for the departmental service 70 years. 
For other services it might be a lower age. But I would not leave, if 
I were drafting a law, any discretion as to retaining a man after he 
reached that age. 

The Chairman. You do not agree with Dr. Osier, then, when l\e 
says they ought to be chloroformed at 60? 

Mr. Warwick. No. I have 2 in my office. So far as the employee^ 
are concerned, there are only 30 in the clerical grades, and 5 of the 30 
are past 70. This refers to my own office. One of the men is a book- 
keeper, w^orking with four other bookkeepers and doing just as much 
as the others. And we also have one man who is 80 years of age. 

The Chairman. Is he able to do his work? 

Mr. Warwick. He is not able to do as much as formerly. He is 
doing his best. 

The Chairman. Have you demoted him because of that? 

Mr. Warwick. He has not been reduced. He has been in the serv- 
ice now 40 to 45 years. 

My reason for saying that I would favor an arbitrary age is that 
when a man in a more responsible position in the service, such as a 
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chief of division or chief of bureau, becomes superannuated the loss 
to the Government is much more than his salary. The demoralization 
of the force is much greater if the chief is superannuated than it 
would be if one of the employees working with the others is unable 
to work. The fact that the retirement might be based on a low rate, 
say $800 or $900 a year, would prevent the retirement of men getting 
$3,000 or $4,000 a year when they reached the age of 70 unless the law 
required it. I am speaking of it as a practical question. The option 
to retire a man or the discretion to continue him after he reached a 
certain age, as a practical question, would be exercised like the discre- 
tion now that the head of the department has to remove a man when 
he can not perform his work. 

Senator Wolcott. The Pennsylvania Kailroad has, I believe, a re- 
tirement system — ^my purpose is to see if you have any definite infor- 
mation on the subject— and that under their system retirement at a 
fixed age is mandatory. Is that correct? 

Mr. Warwick. Retirement at 70 years of age from the president 
of the railroad down to the bottom. There was one case in the last 
year that I know about of an employee of that railroad retired at 
the age of 70, who had worked for the road 59 years. He had started 
in at 11 years of age. 

The Chairman. Do they have a graduated scale of retirement? 

Mr. Warwick. My recollection is that it is a percentage based on 
years of service. 

The Chairman. According to salaries? 

Mr. Warwick. Yes; percentage of salary depends on years of 
service. 

The Chairman. Yes. 

Mr. Warwick. This man would receive about 60 per cent, because 
I think it runs along about 1 per cent for each year of service. 

The Chairman. Yes, 

Mr. Warwick. Now, some one has referred to the demoralization 
of an oflSce or of a division in the service by the presence of those who 
are unable to work or unable to do the full amount of work for the 
day. That is unquestionably true. Keeping up the standard of 
work or required amount of work is veiT difficult where the people 
are in such condition that you must always make allowances. You 
must find something for the person to do who formerly was a 
very good worker. The fixed age of retirement and whether the pay 
be half of their current pajr, with a maximum of $600 or $900, is a 
matter which, of course, will be decided by Congress; but the vital 
thing is to provide some system, looking at it simply from the Gov- 
ernment's point of view and those prejudiced probafely in favor of a 
system by which the employee eventually would pay all of his own 
retirement, yet while I say I was prejudiced in favor of that system, 
T am just about equally in favor of any system that Congress will put 
into effect that will make for the good of the employees and the effi- 
ciency of the service. I do not consider that the details as to whether 
all of the cost should be paid by the Government, or one-half, is of 
vital importance. I know to the employee on a small salary a con- 
tribution running up to 3 or 4 or 5 per cent of his salary is a serious 
matter ; but the benefit to him, especially if he is old, if he is near the 
retirement age, the benefits would be so large as to justify him in 
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paying it. I have studied the subject long enough to know that I do 
not want to express any opinion as to what is the very best system 
for the employee and for the Government. I do not know, and peo- 
ple will always differ on that. 

Are there any questions of me^ Mr. Chairman? 

The Chairman. No^ sir ; I believe that is all. 

Mr. Alcorn. Mr. Fitzgerald, of the Bureau of the Census, desires 
to be heard. 

The Chairman. You may proceed, Mr. Fitzgerald. 

STATEMENT OF MB. T. J. FITZOEEALD, OF THE BTTBEATT OF THE 

CENSUS, DEPABTMENT OF COMMEBCE. 

Mr. Fitzgerald. I want to say at the outset, in response to your 
invitation, the Director of the Census intended to be here in person 
this morning, but owing to a hurry call to appear before the Appro- 
priations Committee he asked me to come in his stead. I have not 
talked the matter over and do not know what he was going to present, 
but I had a statement prepared showing the different age groups in 
the bureau which I think will be of information and value to the 
committee in considering this subject. At the present time superan- 
nuation in the Bui^eau of Census is not a serious question, because 
at the present time we have only 27 out of 560 over 65 years of age. 
That is only 5 per cent. However, we have 51 employees over 60 
years of age, which would make a percentage of 9, and in the next 
10 or 15 years superannuation may become quite a serious matter, for 
the reason that we have at the present time in the age group between 

00 and 60 a total of 130 employees. 

Senator Wolcott. What percentage is that of the total? 

Mr. FrrzGERALD. Twenty-three per cent between 50 and 60. There 
is 32 per cent of the entire force over 50 years of age. Of course, 
there would not be that percentage of superannuation 15 years hence, 
as some of the older employees would drop out. 

The Chairman. Could you furnish the figures as to w4iat it would 
cost, say, 20 years from now or 25 years from now ? What would be 
the entire cost to the Government of a plan, say, of retiring them 
at $600 each, flat rate, on reaching an age of 

Mr. Fitzgerald. A flat rate at what age ? 

The Chairman. Seventy years. Just use that as an illustration. 

Mr. Fitzgerald. I do not think the bureau has ever worked that 
out, but I believe it has already been worked out by Mr. Herbert 
Brown. 

The Chairman. I think probablj^ he has, and we can get these 
figures from him. 

Mr. Fitzgerald. You asked Mr. Wihneth a while ago whether he 
thought male and female employees should be retired under the same 
conditions. Of our 560 employees 246 are females. 

In my opinion, there would be no good reason for differentiating 
between males and females in any form of retirement legislation. 

1 think they should be retired at the same age and under the same 
conditions. The female employees give their best service and the 
best years of their lives to the Government, and in retirement they 
should be given the same consideration. I may state, too, that 1 am 
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rather inclined to agree with Mr. Wilmeth that it is a very diflSlcult 
proposition to get administrative officers to drop men and women 
from the Government service after they have given the best years 
of their lives to it. Administrative officers, after all, are only human, 
and except in very rare cases you can not get them to recommend 
the discontinuance or dismissal of employees after they have passed 
their period of usefulness. I think that is true to some extent in 
practically all of the departments. 

Senator Wolcott. I think it would be inhuman for anybody to do 
that. 

Mr. Fitzgerald. We have 15 people in our bureau who by reason 
of age can not give the service they gave 25 years ago. I think it is 
only natural that administrative officers do not care to recommend 
the separation of employees from the service after they have given 
the best years of their lives to it. In my opinion, it would increase 
efficiency in the Government service if some equitable form of re- 
tirement law should be passed. That is about all I have to say. 

The Chairman. We are much obliged to you. We will hear from 
Mr. Brown. 

STATEMENT OF MR. HERBERT D. BROWN, CHIEF OF THE UNITED 

STATES BTJREAIT OF EFFICIENCY. 

Mr. Brown. So much has been said in regard to the necessity for a 
retirement plan that I hardly think I need add anything. 

The Chairman. We would like to have the figures from jou, Mr. 
Brown, to see where we are going to get by on this proposition. 

Mr. Brown. I made some tentative figures for Senator Pomerene 
last year showing the approximate cost of a plan he was advocating. 

The Chairman. Were they put in the record? 

Mr. Brown. At that time, yes, sir. The plan that Senator Pom- 
erene was considering contemplated giving half pay with a maximum 
of $600. 

Senator Wolcott. Half pay basing on the salary of the last year? 

Mr. Brown. Half pay on the average for the last 10 years. I should 
say that these calculations embraced about 260,000 employees. The 
cost the first year would amount to a little more t^an $3,000,000. 
Then it would gradually run up for quite a number of years, 25 or 30, 
until it had gone a little above $6,000,000, and then run off to nothing, 
when all of the employees now in the service had been retired. After 
that 

The Chairman. It would run off to what? 

Mr. Brown. The annual cost would decrease after 25 or 30 years 
until it had ceased entirely. After that time all of the employees 
would be providing pensions for themselves. 

The Chairman. His was a half-and-half plan or an entire plan! 

M^r. Brown. His plan contemplated that the Government would 
take care of all pensions that could not be provided by a maximum 
deduction of 8 per cent from the salaries of the employees. That 
means, of course, that the employees who are eligible for retirement 
at once would have to be pensioned straight out hj the Government, 
and that all persons retired for a number of years thereafter would 
have to be aided by the Government. I will state that in another 

1777—17 ^13 
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way. When the bill went into effect deductions would begin to be 
made from the employees' salaries. These deductions would be 
invested at interest, and when. the employee retired the amount ol 
money that he had contributed, plus interest, would be used to pension 
him. Many employees who were well advanced in years of course 
would not contribute enough to pay their entire pensions, and there- 
fore the Government would have to make up the difference. 

Now, the cost of pensioning those who would be retired at once 
and the difference between the amounts the employees would contrib- 
ute and the amount necessary to pay their full pensions would be 
the first year, as I stated, about $3,000,000. Then it would gradually 
increase for 20 to 30 years up to about $6,000,000, and then run off 
to nothing, when the last person now in the Government service 
would have died. 

The Chairman. Under that the charge to the employee would be 
8 per cent of his salary ? 

Mr. Brown. That would be the maximum amount withheld from 
the salary of the employee who is close to the age of retirement. The 
deduction would be whatever was necessary to provide for half pay 
at the time of retirement. That would mean that the employees jufit 
entering the service would pay something between 2 and 3 per cent, 
and that those at higher ages would pay larger percentages. 

Senator Wolcott. Your percentage of 8 or 2 or 3, or whatever it 
might be, is determined by the length of service yet to be rendered t 

Mr. Brown. Yet to be rendered ; that is correct. 

Senator Wolcx)tt. If he has 20 years yet to serve before reaching 
the retirement age, he would pay 5 per cent ? 

Mr. Brown. Something like that. 

Senator Wolcott. But it might be a different percentage on account 
of interest to be compounded from time to time ? 

Mr. Brown. The principle is that you have to make whatever 
deduction is necessary to produce, with interest, a sum of money that 
will purchase the desired annuity at the time of retirement. 

The Chairman. Mr. Brown, have you the facts of the English 
system in your mind as to retirement ? 

Mr. Brown. I prepared a report on the English system some years 
ago, as a Senate docimient — so long ago that I can not tell you the 
facts now without refreshing my memory. But they had had for half 
a century a straight pension. Up to about 1909, was it not, Dr» 
Jordan? 

Dr. Jordan. Nineteen hundred and nine. 

Mr. Brown. In September, 1909, the pension was one-sixtieth of 
the salary for each year of service. The pension was available at a 
specific age, and persons leaving the service prior to that age from 
death or resignation got nothing. The employees complained bitterly 
about that, because they contended through their organizations 
that they were receiving a pay consisting of two items — ^their im- 
mediate stipend from month to month and their deferred pay in 
the form of pensions — and a good many cases were presented where 
men had died just short of their pension age or soon after the age of 
retirement and left dependents in destitute circumstances through 
the forfeiture of that deferred pay. So at the instance of the em- 
ployees the scheme was modified, as I remember it, and now instead 
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of the employee receiving a pension equal to one-sixtieth o'f his 
salary for each year of service he receives a pension equal to one- 
eightieth of his salary for each year of service — a lesser amount — and 
in addition his estate receives at his death the equivalent of one year's 
pay. On leaving the service prior to the age of retirement he re- 
ceives a benefit equal to 3 per cent of his total pay during his entire 
service. That 3 per cent return was intended to roughly equal the 
deductions from pay that would have been necessary to produce the 
pensions. It was estimated the new pensions of one-eightieth of 
salary, plus the returns and the death benefits, would cost about the 
same amount as the old pensions of one-sixtieth of salary. The em- 
ployees undertook to show, and I think did prove, that those receiving 
pensions had a lower scale of pay than those who did not. In other 
words, the pension was taken into account by the administrative 
officers who fixed the salaries. To insure that the employees would 
not forfeit that difference, as they had under the original straight 
tontine scheme, the plan was modified as I have described. 

Senator Wolcott. Just a moment. You say a straight tontine 
scheme. That is a sort of gamble, is it not, a deferred benefit ? You 
get it if you live and lose it if you die. If you lose, the rest in the 
group get the benefit of your death. 

Mr. Brown. Yes. 

Senator Wolcott. I beg your pardon for interrupting you. 

Mr. Brown. I believe that any plan which contemplated only an 
annuity from a given age for the remainder of life would be un- 
satisfactory to the employees for the same reasons that the Eng- 
lish system was unsatisfactory — ^that those who resigned or died 
would lose — and it would be unsatisfactory to the Government, be- 
cause it would make the removal of ineflSicient employees much more 
difficult than it is at the present time. I do not believe that any 
impediment should be placed in the way of people leaving the Gov- 
ernment service. I think that if you tie the people to the service by 
a pension scheme you are likely to depress the salaries. I think 
that one of the indexes that govern Congress in fixing the pay is the 
number of resignations each year. 

The Chairman. How many of them are there ? 

Mr. Brown. How many employees? 

The Chairman. How many resignations? 

Mr. Brown. I can not answer that directly, Mr. Chairman. I 
might add that last year Senator Pomerene introduced a resolution 
in the Senate directing the Bureau of Efficiency, of which I am the 
head, to collect statistics from the departments to determine the 
cost of various pension plans that were under consideration at that 
time. In cooperation with the Census Office we prepared a form of 
card inquiry and sent it to various departments. The cards were 
filled and returned to us, and the Census Office has been editing 
them. The editing is about finished. As soon as it is finished we 
will punch cards and make eleborate tables to give you gentlemen 
all the information possible with regard to the number of persons in 
the service, what they are doing, salaries, how many are eligible for 
retirement, and what the rate of separation is in the various serv- 
ices. Some of the services have very high rates of separation, and 
others have very low rates. That depends upon the attractiveness 
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of the service and the rate of pay compared with that for similar 
work outside; that is, work requiring a similar degree of ability 
and experience. I might cite two extremes. Letter carriers in small 
towns and nurses and internes in Government hospitals. The rate 
of separation in the Postal Service — ^that is, among the letter car- 
riers in the smaller towns — I think will be shown by our statistics 
to be very low, because the rate of pay is perhaps better than it is 
in some other branches of the service, compared with the cost of 
living in those small towns and the degree of skill required to do 
the work. On the other hand, in the hospital service people come 
and go for the experience. That will all be shown in these tables. 

The Chairman. Have you got an itemized statement of the cost 
of these various bills that have been introduced ? 

Mr. Brown. Not yet, Mr. Chairman. 

The Chairman. Will you have that prepared? 

Mr. Brown. Gladly, sir. 

The Chairman. What it would cost under the various plans, the 
flat-rate plan and others; take any arbitrary figure you want, be- 
cause we can figure it out; the cost of the Government taking the 
whole burden, and dividing the burden on any arbitrary proportion 
that may be made, also where the employee bears it, as I would like 
to have that, too, just to compare them. 

Mr. Brown. I should like to add that the work of the Bureau of 
Efficiency has grown so rapidly in the last year, and so many addi- 
tional duties have been imposed upon the bureku by Congress, that I 
have not been able to devote as much time to the work of calculating 
these pensions as I would like to ; but finally, several months ago. I 
requested the Civil Service Commission to hold an examination lor 
an actuary at the bureau to make these calculations. We were for- 
tunate in securing the services of Mr. James B. Maddrill, of the 
Traveler's Insurance Co. of Hartford, an accomplished mathemati- 
cian, who will be in Washington on the 25th of this month to devote 
his entire time to the work until it is finished. 

The Chairman. We would like to have him come before us when 
we get to that stage where we can do it. 

Mr. Brown. The bureau is at the disposal of the committee at 
all times and will be glad to do the utmost to answer any questions. 

The Chairman. Very well, sir; I thank you. 

Mr. AiiCORN. The next speaker 

The Chairman. It is about time that we are obliged to go to the 
Senate. It has already been in session about an hour. 

Mr. Alcorn. If the chairman will permit me I will say that there 
is a lady here who has come all the way from Chicago to attend 
this hearing, and she would like to be heard. 

The Chairman. Certainly ; we will hear her now, then. 

STATEMENT OF MRS. FRANK R. HALLAS, PRESIDENT OF THE 
WOMEN'S AUXILIARY OF THE CHICAGO POST-OFFICE CLEBES' 
UNION. 

Mrs. Hallas. I am very glad of this opportunity to speak for the 
employees in Chicago. I am president of the women s auxiliary. 
I see this thing from the women's point of view, the wife of the post- 
office clerk who has to make his salary cover all the expenses oi the 
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home. We feel very much that we should have this pension, and I 
have heard these. conditions explained here to-day in Washington, 
D.^ C, with much interest, and I want to say that these conditions 
exist also all over the country, and there is that feeling that we must 
really have it^ that the only thing we have to count on in our old age 
will be a pension of some sort. 
^ Now, I want to say that the general opinion of people on the out- 
side is that there is a pension of the Federal employees now; that 
they are already pensioned. The ordinary lajrman takes it for granted 
that we are pensioned, and I am sure the ordinary citizens of the 
United States want their employees pensioned. You talk to them, 
gentlemen, and they are very generally surprised when you tell them 
we are not. Most municipalities pension their employees. I know in 
the city of Chicago the teachers are pensioned ; there is a system of 
pensions for the firemen, and a system of pensions for the policemen 
and for some of the other departments. In fact, I think most of the 
departments of the city of Chicago are pensioned. A great many of 
the States have pension systems, and a great many of the private 
corporatioiis and private firms are pensioning their employees. And 
there are times when you are talkmg as the wife of an employee of 
the Government when you have to step back and say, " No; the Gov- 
ernment does not do that for my husband ; you are more fortunate 
to be working for a corporation." So for your pride in your Gov- 
ernment, not only for your personal feeling in the thing, these pen- 
sions should be provided. On this question of pensions I am speak- 
ing now for the auxiliary ; the women employees of the Post Office 
are ven^ much in favor of some system to provide for pensions. 

Mr. Alcorn. There is one other speaker, Mr. Chairman, Mr. Neagle, 
law clerk of the Navy Department. 

The Chairman. All right ; you may proceed, Mr. Neagle. 

STATEMENT OF HB. PIGEXNS NEAGLE, LAW CLEBK OF THE 

NAVY DEPAETMENT. 

Mr. Nbagoj. Secretary Daniels, in authorizing me to come up and 
be at the service of the committee, wanted the committee to under- 
stand that I brought with me no recommendation from him, no rep- 
resentation of his views ; so anything I say is personal from me and 
my associates. 

The Navy Department, when I went into the service, about 30 
years ago, had in it a verv large proportion of superannuated 
employees. They were probably largely veterans of the Civil War. 
When the new Navy began to grow — the building of the new Navy — 
the people taken in were young men and a few young women, and 
for that reason there are perhaps not so many superannuated em- 
ployees in the department to-day as there are in some other depart- 
ments. There are probably 6 to 8 per cent of people that are beyond 
the retiring age in the Navy Department now, but I think it is with- 
out stretching it at all to say that a very large proportion of the 
employees in the department to-day are beyond 50 and within 

The Chairman. How many are beyond 70? 

Mr. Neagle. There are probably 17, somewhat less than 20. 

The Chairman. How many in the entire department ? 
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Mr. NEAGiiE. I should say, excluding those recently appointed on 
account of this emergency, the number would be 1,000, somewhere 
in that neighborhood. But as time goes along the number of super- 
annuated employees in the Navy Department will be very much 
larger than it is now, because there were so many young men taken in 
at one time on account of the sudden starting up of the activities of 
the department. 

So much has been said on this subject I feel a little bit of hesi- 
tancy in saying anything; but it seems to me fair to say that this 
matter of retirement depends for its merit on three factors that are 
A'ery well known. One is that as men grow older somewhere along 
the course of life comes their mental deterioration, and when they do 
begin to wane, if a man is in the Government service, the Govern- 
ment becomes a loser by it, loses money on him ; and it is true, as many 
people have said this morning, that compassion in the human heart 
will not allow men ruthlessly and shamelessly to be put out of their 
employment — old and helpless men and women. 

Then there is another consideration. During this ffreat war our 
minds have been saturated with the horrors of it and the destruction 
of everything pertaining to human life, increasing, of course, the 
number of dependents, affecting only Europe thus far. Now, that 
condition will overtake this country, too, and after the war the num- 
ber of people dependent will be verv much larger than to-day, and 
anything that leaves the Govemnient in the position of being 
obliged — I mean the department heads — of being obliged to discard 
employees that are old will be a much more serious matter at that 
time than now. For that reason it seems that now is the time for 
Congress to take this matter in hand and settle it. If the only way 
to settle it is to provide a pension scheme of some sort, as to whether 
or not that system should be based on a contributory or a flat-rate 
pension by the Government, there are many things to be considered 
on both sides of it. My own personal view is that it should be to 
some extent, at least, contributory, if not wholly so — ^that is, leaving 
out the immediate starting of it. After that is done, the questions 
that have been argued can be adjusted more satisfactorily. It seems 
to me that the only effective, sound way is to arrange or estabhsh a 
prescribed, a fixed age, at which retirement must take place. As to 
whether there will be any such thing as political influence or personal 
influence in the matter, I would say that those considerations should 
not be allowed to delay the organizing of a scheme; it is a wise 
thing to get the plan started. 

The Chairman. It is pretty hard to turn back all the conditions 
of time and experience of time when you say there must not be those 
kinds of influences. 

Mr. Neagle. Well, with reference to your question a while ago as 
to whether there should be any partisanship m the board appomted 
to deal with these matters, I should say that the board should be non- 
partisan, or, to use a better expression, double-partisan, and it should 
be an offense on the part of the board to take notice of a man's 
politics or inquire as to what a man's politics are; it should be a 
punishable offense. I believe the more dignity, the more formality 
that would surround the selection of the board would be an advantage 
to the Government in every way. I do not think it ought to be pos- 
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sible for the head of a department to say or determine what should 
be the age at which any particular person should be retired, or 
whether or not he should be allowed to retire. 

Senator Wolcott. Of course, if the retirertient age were fixed so 
that retirement comes along automatically, there is no such question 
involved, even if there are any politics or whatnot to keep a man in. 

Mr. Neagle. That is one thing I had in mind in retaining a fixed 
age. 

Senator Wolcott. Yes ; I understand. 

Mr. Neagle. And let there be a zone say, between 60 and 70, if the 
age be fixed at 70, in which a board might exercise discretion, but have 
retirement compulsory at 70 or some other fixed age; that is what I 
mean. 

Senator Wolcott. I see. I did not quite catch that part of your 
point. 

Mr. Neagle. Have I made it clear now ? 

Senator Wolcott. Yes ; I understand. 

Mr. Neagle. In the Navy Department and also in the War De- 
partment at this time the exigency of the conditions makes more 
glaring the incapacity of the incapacitated clerks, and while in ordi- 
nary times a man might get by with a certain amount of incapacity, 
at this time it is more noticeable. 

The Chairman. You say you have 1,000 now. How many of that 
number are incapacitated to do service ? 

Mr. Neagle. Over 30 are above 60 and 17 to 20 are above 70; so 
that the proportion is relatively small at this time. 

The Chairman. Yes. 

Mr. Neagle. If a man is working along ordinarily as well to-day 
as he was before the war; before the war the shortcomings were 

flossed over easily enough one way or another, and his fellow clerks 
elped him with his work, but to-day that is not possible, because 
every man is going at full steam and has no time to help anybody else 
do his work. So the condition, if it exists, is noticeable and would 
stand out just now in the department and throughout the service. 

No pension system is the most costly pension system. 

The question as to whether a pension system is in vogue now, that 
the Senator asked one of the speakers about, it appears to me that 
there is in effect a pension system now — ^that it may be so regarded. 

The Chairman. It is what we used to say as boys, " Beating the 
devil around the bush." 

Mr. Neagle. Well, some pension system is most needed, whether a 
contributory system or otherwise, li a man is continued on drawing 
a salary when he is not doing the work, that is a direct loss to the 
Government, the condition is a direct loss to the Government, because 
it is thus pensioning its employees at full pay. You may reduce 
his pay, make his earning power apparently lower, more suited 
to his salary, and fit his work to the salary, and this would effect 
a saving to the Government in part, but his incapacity goes along 
with the reduction, say, from $2,000 to $1,800. If he is incapaci- 
tated at $2,000 and relieved of that by reduction, he is still inca- 
pacitated at $1,800, compared with his associates at $1,800, so that the 
incapacity is not cured by reduction. The only way to get rid of that 
incapacity is to get the man out of the service, and in his place to get 
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a man capable of doing his work. If you take, for instance, say, for 
the sake of convenience, that there are but 10 per cent in any one 
department, or in the general service, in the neighborhood of, say, 
10 or 9, take 10 per cent for convenience's sake — if there are 10 
out of 100 incapacitated, the Government is paying on the pay roll 
for 90 men. If you take out these 10 men and put others in to take 
their places — capable men — ^the Government will be getting full serv- 
ice for full pay that is paid. The salaries of the 10 men that. have 
retired will be sufficient to pension them and leave something over; 
but the Government would be getting full service for full pay and 
the pensions paid would be less than the loss of service value by 
reason of keeping the incapacitated men on duty at full pay. The 
difference would represent a gain on the cost of the work. So in that 
way it would represent a distinct gain to the Government, not only 
in the small amount that would be saved but in the proportion of 
money paid for the work. So retirement in that casej it seems to 
me, would be a decided advantage. 

Somebody — ^I do not remember who — referred to the understand- 
ing — ^I believe it was the lady from Chicago — that people outside the 
service have that people inside the service are pensioned. In con- 
nection with that I recall remarks frequently heard about Congress- 
men being unwilling, for one reason, to favor the pension system be- 
cause the people back home would not approve. I think that is more 
imaginary than real, because, as has been said, many municipalities 
pension their employees, and many States do it 

The Chairman. That is all true, but you are mistaken about that. 
That is a very general feeling outside, especially, of Washington. 
My own belief is in some kind of equitable pension system. It looks 
like a necessity and makes for more efficient government, and for that 
I am frank to say what my own views are about it ; no secret about it. 
But the average person back home thinks those who are fortunate 
enough to get in the Government service are reveling in every luxury 
and make so much more than they do and so much less hours of work, 
so much less hard work than they have back there — ^take the men on 
the farms, men in the stores, men and women in the shops and in the 
factories, they feel that indirectly they are being taxed to pay for 
these pensions and 

Mr. Neagle. Of course, I know nothing of that. 

The Chairman. I am just giving you what the real facts are 
They feel that you gentlemen who live in the Government service are 
greatly favored. There is no doubt about that. A great msmy of 
them want positions, a great many of them do. At the same time, I 
think we should look at this thing from the broad general principle 
of what is right under the circumstances. That is what they think, 
although those are not my own views. 

Mr. Neagle. These people back home that think they are being 
taxed to pay for a pension system to the Government employee, any- 
one of them would not hesitate to put his helpless grandfather on the 
Government pay roll at full pay. 

The Chairman. I do not know that anyone would not. That I am 
willing to say. 

Mr. AiiCORN. I would like to ask Mr. Neagle a question. Do you not 
believe, Mr. Neagle, if the Government should retire those at present 
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superannuated, or, in other words, disabled, that the Government 
would make quite a saving? 

Mr. Neagle. I think so, decidedly. Not only in the matter of 
money, but the work would be done better by the people put in in 
place of those retired, the people taking the places of those retired 
would render better service. It has been pointed out frequently that 
the presence of incapacitated people in an office has a detrimental 
effect on the work, demoralizing, that the other people are jealous, 
and finally it leads to a more or less loose routine of conduct of the 
work. There is no discipline, and it is very hard to control such 
matters. 

The Chairman. We will adjourn to-day and meet again next 
Thursday to hear those who may feel that they want to be heard, and 
I want everybody who is interested in this matter and feels that they 
want the committee to have their views, I want them to be heard. 
This is in the interest not only of the employees, but in the interest 
of the Government, and we would like to have the views of everybody 
who has any specific information to give. What we want is figures 
more than anything else. We have got to get these figures from Mr. 
Brown before we are able to proceed. In the meantime if there are 
any others who want to be heard, we will meet next Thursday at 10 
o'clock. 

Senator Wolcoit. Has anyone collected figures showing the com- 
parison between the Government salaries in certain lines of work and 
salaries paid by private concerns in similar or analogous lines of 
work? 

Dr. Jordan. Senator Wolcott, that has been imposed by Congress 
upon the Bureau of Efficiency, of which Mr. Brown is the head, and 
he has authority to report these figures to Congress at the regular 
session. 

Senator Wolcoti. That rough material has been gathered and is 
now being systematized and correlated ? 

Mr. Brown. For the actuarial work to determine the cost of pen- 
sions ; the other inquiry concerning comparative salaries in the Gov- 
ernment service and outside, the facts are being collected in separate 
inquiries, and have a broad intimate relation to this problem. It 
would seem as thought the question is as to who shall pay for the 
pension, and that would depend somewhat on whether the employees 
are fully compensated. 

Senator Wolcott. Yes ; unquestionably. 

The Chairman. I would like for you to get the figures if you can of 
two or three of the Governments that already have systems in vogue, 
so we can compare with them. In other words, if we are going to pass 
a bill of this kind we ought to do it with the fullest information. 

Mr. Brown. Yes, sir. 

The Chairman. And pass one that will last for all time, that there 
won't be any question about, so far as that can be done. 

Mr. Brown. Several years ago, Mr. Chairman, in cooperation with 
the Bureau of Labor Statistics I collected figures concerning practi- 
cally all the foreign Governments and their pension schemes. 

The Chairman. You will have that ready, too? 

Mr. Brown. Much of it is ready for publication and some of it has 
been published. At the instance of the Bureau of Labor, Mrs. Brown 
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and I made a trip to Canada and made a very full ?ind complete re- 
port of their experience up there. 

The Chairman. They have a governmental system of retirement 
there? 

^.r. Brown. Yes, sir. That report was ready for the printer and 
was sent up to this committee several years ago just at the time Con- 
gress was adjourning, and so it has never been put in print. You can 
have it printed. 

Senator Wolcott. It would also be interesting to collect informa- 
tion concerning the schemes of large private corporations like the 
Pennsylvania Kailroad ? 

The Chairman. Yes. 

Mr. Brown. We have much material on that also which we gathered 
in this report. 

The Chairman. We would like to have a comparative analysis of 
these various schemers and systems if you will, Mr. Brown. 

Mr. Brown. It is my intention to make this report we are now 
working on just as complete from every angle as it is possible to make 
it, both in respect to actual experience in the Government service and 
other governments and in private concerns. 

The Chairman. In the meantime I want everyone who is interested 
in this thing and has something of material benefit to us in advising 
on the question, I would like for them to submit it next Thursday, 
because what the committee desires above all things is to be entirely 
fair in its treatment of this matter. 

We will stand adjourned until next Thursday morning at 10 
o'clock a. m. 

(Whereupon the committee adjourned until Thursday, July 26, 
1917, at 10 o'clock a. m.) 
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JULY 26, 1917. 

United States Senate, 
Committee of Civii/ Service and Retrenchment, 

The committee met, pursuant to adjourmnent, at 10.30 o'clock a. m., 
in room 226, Senate Office Building, Senator Kenneth McKellar, pre- 
siding. 

Present: Senators McKellar (chairman), and Ransdell. 

Also present : Mr. Joseph E. Ralph, Director of the Bureau of En- 

f raving and Printing, and Hon. Porter H. Dale, M. C. ; Mr. Lewis 
ferriam. Miss Cynthia E. Cleveland, Mr. John J. Deviney, and" Mr. 
Robert H. Alcorn. 

The committee resumed the consideration of Senate bills 157, 281, 
and 633, for the retirement of employees in the civil service. 

The Chairman. The committee will come to order. I was detained 
at the War Department, on some urgent business. Who is the first 
speaker to be heard? 

Mr. Robert H. Alcorn. The first one will be Mr. Ralph, Director 
of the Bureau of Engraving and Printing, Treasury Department. 

The Chairman. Very well ; proceed, Mr. Ralph. 

STATEMENT OF MB. JOSEPH E. RALPH, DIBECTOK OF THE BTTBEATT 

OF ENGBAYING AND PBINTINO. 

Mr. RAiiPH. Mr. Chairman, and members of the committee, I am 
very glad of an opportunity to assist you by any information I might 
convey to your committee after many years experience as a Govern- 
ment employee and in administrative work. I regret that I did not 
have the time to prepare my remarks, but with your permission I 
will send to the clerk of the committee some statistical data that I 
believe ought to be incorporated. 

I am in favor of a retirement bill. My experience in an adminis- 
trative capacity for 14 years leads me to believe that the efficiency 
of my organization would be materially improved by retiring super- 
annuated people. I hurriedly ran over my index cards before coming 
here. I find that we have 147 people who are 65 years of age or over. 
The oldest employee is 83 years of age. Of those 147 people who are 
in excess of 65 years of age, I would say that I have 30 inefficient 
superannuated people. 

The Chairman. How many are over 70? Did you have time to 
get those figures? 

Mr. Ralph. I will give you the figures. 

203 
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Fifteen are 65 years of age, 19 are 66, 23 are 67, 12 are 68, 16 are 
69, 10 are 70, 9 are 71, 10 are 72, 6 are 73, 3 are 74, 6 are 75, 4 are 76, 
3 are 77, 4 are 78. 3 are 79, 3 are 80, and 1 is 83. 

Now, human nature averages pretty much about the same through- 
out America, because we have the same environment. You will find 
that it averages up very well. Take our large cities, New York, 
Chicago, and others, and you will find that the people there average 
up in their walks of life, physically and mentally — ^you will find the 
same proportion, the same percentage, of men at a certain age are 
very efficient, and others less efficient. I would not be willing to fix 
any age limit for inefficiency or superannuation. Of the people in 
my bureau, out of these 147, there are 9 persons there who are very 
near 70 years of age, some over 70, who for 50 years have served faith- 
fully under the Government, and I will say I could not find any more 
efficient people in the bureau than they are. It depends on the per- 
sonality and the physical condition of the employee. Some have con- 
served their health, some have made themselves more efficient than 
others by an analytical mind, some are more efficient than others 
because they have initiative, initiative is the rarest thing in people 
who work in factories such as we conduct. 

It is reasonable to assume that I have fewer inefficient people in the 
bureau than you will find in some of the departments, for the reason 
that all of our employees have some physical labor to perform. They 
have the day's task, and it soon develops that they are not able to 
perform that day's task, and they come to me and admit it, and I find 
some minor line of work which necessarily carries with it soirie reduc- 
tion in salary. I try to take care of all of our people in that way, 
and I believe we should. I therefore would not recommend fixing 
an age limit any more than I would fix a tenure of office. I think 
that is administrative. I believe the Government ought to take care 
of these superanuated people, and I would suggest that I am going 
to incorporate in my statement the number of people I deem, meffi- 
cient, their salaries, and what it would cost to retire employees in our 
bureau. 

The Chairman. Will you put in there what you think you could 
get the same work done f or^ too ? 

Mr. Ralph. What is that ? 

The Chairman. The same work done by new employees ? 

Mr. Ralph. Yes, sir ; that is not true in our bureau. Of course, I 
have no opportunity th^re to observe. I have got about 168 clerks 
on the statutory rolls. My clerks perform more labor and receive 
less remuneration than any clerks in the Government service. Our 
work in the last 10 years has increased 165 per cent, and I have 10 
less clerks than I had 10 years ago. So, it proves that our clerks 
have increased in their eiSciency so as to eliminate the necessity of 
appointing additional clerks to take care of the increased work. 
Our work is rather peculiar because we must close up our work each 
day. In some of the departments it is possible that a clerk who 
can not do his work that day can accumulate his work on his desk 
for a week. We can not do that. We must close up and balance 
on each day. In order to impress upon you what that means, I 
will say that I am producing now bonds, interim certificates, gold 
and silver certificates. Federal reserve notes, and national bank cur- 



EEHBEMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 205 

rency to a volume of $175,000,000 a day ; and I may say to you — speak- 
ing of the efficiency of the clerks — ^let me refer to the fact that last 
year I shipped from the Bureau of Engraving and Printing 13,000,- 
000,000 postage stamps to some 59,000 postmasters, an average of 
55,000,000 to 700 or 800 post offices, without the loss of a single stamp. 
At 4 o'clock, when we close the doors of the bureau to dismiss the 
employees, we must balance. We have produced sixty-odd million 
postage stamps and $175,000,000 in money, so we must balance. We 
must close our books without loss. And I may say to you, speaking of 
the honesty of these people, there is no organization in the world 
that approaches the Bureau of Engraving and Printing in this re- 
spect. We expect to produce this year $39,000,000,000 of money. I 
believe we will do it without the loss of a single dollar. I simply 
refer to that as a citation of the honesty of the people employed in 
that institution. 

I will be very glad to see Congress do something for the Govern- 
ment clerks and the artisans and working people employed by the 
Government, because my experience has demonstrated to me that 
they are a very efficient body of men and women. Nothing destroys 
efficiency quite as much as discrimination. Too frequently it has 
been my observation that very efficient people have been discrimi- 
nated against, and that lowers the standard of efficiency. The Gov- 
ernmet clerk is underpaid. Therefore, I believe that Confess ought 
to do something to relieve the conditions that now exist m so many 
of the departments, and take care of some of the superannuated 
people, and I would suggest that each department should furnish 
you the nmnber of employees that they deem to be inefficient by 
reason of physical condition as well as old age, and you will be 
enabled then to get some idea of the amount ot money that would 
be necessary to put this in operation. Only experience can demon- 
strate the wisdom of any le^slation that might be enacted now, 
because we can not foresee exigencies that might arise. We can not 
anticipate the numbers to be retired or the money necessary to per-- 
petuate this, and we can not by any deduction we might make now 
fix any age limit or any tenure of office, because, I say, of these 147 
people over 65 years of age, not over 31 are superannuated, and I 
would recommend that they be retired. 

Senator RANSDELii. How many superannuated people would you 
have, Mr. Ealph, under 65 ? 

Mr. Ralph. I should say that I would have more under 65 than 
over 65. I find by reason of physical conditions that people around 
50 and 52 and 54 might exceed those over 65. I have 5,402 employees 
in the bureau this morning. Two thousand nine hundred of them are 
women. I should say that of these people, the average age of all of 
my employees, would not exceed 40. Women come in at 21, 22, and 
23 — our age limit is 35, entrance age limit for employees — and I will 
average 200 resignations a year from the women who find other em- 
ployment or get married. Just now we are very, very busy in the 
bureau, and I find a great many of our employees are taking civil- 
service examinations and getting appointments in the departments 
as clerks. I am very glad to see any of my employees better them- 
selves. The civil-service list has been exhausted twice. I find it 
very difficult to get expert people now. The condition of labor is 
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very, verj' bad throughout the country. I am telegraphing all the 
larger cities. I have found some pressmen and some bookbinders jls 
tar west as San Francisco, but I have not got enough people yet to 
carry on the work. 

Oi course, I think that the age limit ought to be considered in 
entrance to the bureau. I think that it would be very unfair to ap- 
point a man because of the existing emergency now who is 63 or 64 
and then have a law that would retire him when he was 70. So I sa}^ 
we have got to consider in connection with age limit the tenure of 
office, but it all rests upon the administrative officers in their recom- 
mendation as to those whom they might consider inefficient by reason 
of physical condition or age. I am not in favor of the contributory 
plan just now, because I do not believe our Government clerks re- 
ceive salaries that would justify them in voluntarily contributing to 
retiremJent fimds, and I know what confronts us just at this tune. 
It is a very inopportune time for such legislation, due to the fact that 
our country is appropriating such large sums of money now to meet 
the demands of war and that our people are going to be taxed very 
heavily. But something ought to be done to start and get some ex- 
perience. I would recommend to the committee that in order to fix 
something, to get started, that we get some information from the 
departments, arrive at some conclusion that a certain per cent of 
those people over 70 — 65 and 70 years of age — ^might be retired each 
year, and get some information on what it would cost the Govern- 
ment. 

The Government clerk occupies a very peculiar position as an em- 
ployee. His efficiency is never recognized by promotion. In private 
life every efficient employee attracts the attention of his employer 
and when he gets his pay envelope he j&nds an increase in it. In the 
Government service the clerk works on faithfully and zealously and 
hopefully, and he finds an elderly clerk there getting $1,600 per- 
forming 25 per cent of the work he is performing for $1,000 or 
$1,200. It discourages him. Washington is a viery expensive place 
to live in and nothing takes the punch and ambition out of a veiy de- 
serving man or woman who comes into the Government service than 
to hopelessly work and watch for a promotion. The entrance grade 
is $900 and too frequently they work 6, 8, or 10 years before they get 
$1,000 a year. Clerks in my office who have rendered me the most 
efficient service for 12 years, are only getting $1,000. The only way I 
can give them any encouragement for their promotion is that the 
superannuated employee who is holding down a desk at $1,600 may 
be retired, when everybody will move up. 

Increased efficiency wo^ld be manifested immediately because noth- 
ing stimulates an employee so much as a little recognition in the way 
of a promotion. Uniortunately in the Government service we do not 
meet our employer. You might say I am an employee of the Bureau 
of Engraving and Printing, representing the Government ; I am the 
agent. In private life they do. They are stimulated in that way. 

I hope (Jongress will see the wisdom of making a start to demon- 
strate the wisdom of what I believe would be good business policy 
of retiring superannuated employees. Men might come to me and 
say "Mr. Ealph, you have superannuated people in your bureau. 
Why don't you recommend their discharge? " I could not do it. I 
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would resign before I would think of it, because frequently they are 
the most eflScient people I have. I reduce some of them and find 
other work for them to do. But that is not true of the clerical work. 
I say my employees must perform physical labor. If they are 
physically unable to do it they have got to take up other duties, 
such as the work of watchman or some light work they can perform, 
and frequently where there are clerks sitting at desks there, they are 
not demoted, and they must be taken care of and something must be 
done to stimulate the young people employed by the Government. 

I think that is all, Mr. Chairman. 

(The data referred to above is here printed in full, as follows:) 

Statement of employees who are considered to he below a fair standard of 

efficiency in their respective grades. 



Grade. 



Forewoman of charwomen. 
Charwomen 

Do 

Laborer 

Do 

Engraver 

Transferrer 

Op^rat iye 

Do 

Skilled helper 

Do 

Do 

Do 

cleaner 

Total 



No. 


Per 
Annum. 


1 


$540 


5 


400 


6 


300 


1 


660 


5 


540 


1 


3,200 


1 


2,300 


1 


600 


1 


548 


1 


939 


1 


840 


1 


810 


1 


720 


1 


550 







Amount. 



S540 

2,000 

1,800 

660 

2,700 

3,200 

2,300 

600 

548 

939 

840 

810 

720 

550 



18,207 



The same work could be done for about half of what these em- 
ployees receive. 

Mr. Alcorn. Miss Cleveland, of the Treasury Department, would 
like to be heard. 

The Chairman. Very well; proceed, Miss Cleveland. 

STATEMENT OF MISS CTNTHIA E. CLEVELANB, EMPLOYEE OFFICE 
OF AITDITOE FOR STATE AND OTHEB DEFAETMENTS, TBEASTTBT 
DEPARTMENT. 

Miss Cleveland. Mr. Chairman and members of the committee, I 
just wish to emphasize the statement that Gen. McCain made here the 
other day as to clerks being forcibly separated from the service when 
their services might be all right. We have recently in the Treasury 
Department promoted a woman 85 years of age to $1,800, who has 
been 52 years in the service, one of the most efficient, diligent, and 
active clerks in the department. I know a woman of 80 that does 
not look to be 60. There is a large proportion of people, both clerks 
and officials, in the department who are over 70, who are still in their 
best years and do not look to be over 35 to 50 years, twice as efficient 
clerks as when they entered the service, and twice as efficient as any 
new clerk might be after five j^ears of service, with an experience and 
knowledge of the work that is invaluable. I have never heard any 
experienced official say that he would not rather have any one of 
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these several clerks than any two young, inexperienced ones. If the 
compulsory feature must obtain in this retirement bill, I think it 
should be so it would not take effect until after 15 years, so the present 
people would have some chance to make provisions for it and those 
who come in hereafter would know^ what they would face from the 
beginning. To separate that class of people who are still in their 
prime, even those who are past retirement age, would be just as great 
an injustice as to send to the {)oorhouse people who have put the 
best years of their lives into making this great Government counting- 
house business what it is to-day. Our judges of the Supreme Court 
are not forcibly retired. 

I think that is about all I can say. 

The Chairman. We are very much obliged to you, indeed. We 
will next hear Mr. Meriam. 

STATEMENT OF WBL. LEWIS MEBIAM, INSTITUTE OP GOVERK- 

MENTAL EESEAECH. 

Mr. Meriam. Mr. Chairman, I have been engaged for the last 
year and a half in a very careful study of this problem, and in the 
examination of a great many of the bills and hearings that have 
been held in England and in different parts of this country on this 
same subject, and I think your experience here is exactly similar 
to the experience which has taken place almost everywhere in that 
it demonstrates very clearly that you are dealing with an exception- 
ally complex subject. The principal features bearing on Government 
administration, Director Ralph has just pointed out. The financial 
problems are more complex than the financial problems of any of 
our largest insurance organizations, and the social problems and the 
economic problems are of vast importance to the employees. It will 
be seen further that it is intimately connected with the question of 
compensation of the employees. In fact, it is a part of the question 
of compensation — ^what the men are going to get who serve the 
Government for that service whether it be in money wage or whether 
it be in conditions of employment or retirement benefits. I think 
the evidence before this committee and the knowledge of all of us 
who have ever been closely associated with the executive departments 
shows that at this time the whole question of compensation of Gov- 
ernment employees needs complete study, investigation, and over- 
hauling. " 

Director Ralph just mentioned cases in which employees in his 
office were getting far less than employees doing equally good work 
in other departments. We have frequent cases where one department 
will employ a stenographer from the civil service list at $50 a month 
when another department will have an entrance salary for exactly 
similar work of $75 a month or, perhaps, $83.33^. 

The United States Government in dealing with its employees has 
not made any substantial progress in its method since the adoption 
of the civil-service system of selection in 1883. It has entirely failed 
to take advantage of the experience in personnel administration of 
our large business corporations. It has failed to take advantage of 
the experience of foreign governments in handling their employees, 
and it has not kept abreast of the more progressive States and 
municipalities in the development of adequate systems. 
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The Chairman. How do the salaries compare in this country 
with those given by the British Government. 

Mr. Meriam. My impression is that the range of salaries of the 
British Government is on an average higher than the range of sala- 
ries here^ Employees do enter the British service at a smaller salary 
than what we would pay. The higher offices which would be open to 
them there, however, would be very much higher than our highest 
salaries here. The British service, as I understand it, has uniform 
grades of promotion within a certain type of work, so that after a 
man is doing a certain kind of work he is in a certain class, and he 
progresses within that class whether there happens to be a vacancy 
ahead of him or not. I should, perhaps, say with all the foreign serv- 
ices, so far as I know, they have and have had for years systematic 
retirement systems. The English civil-service system goes back to 
1809. I would like to suggest to the committee the possibility of 
doing here something in the nature of what the English have done 
with regard to their civil-service system. They do it periodically; 
that is, they have a commission to investigate tne conditions of em- 
ployment in the civil service, and the whole question of administra- 
tion of the personnel of the Government. Such a commission should 
be a representative commission. There should be representatives of 
the three parties that are involved in the question of compensation of 
Government employees and in this question of providing for the re- 
tirement of Government employees. This commission should include 
on it, first, the Members from the House and Senate who would be 
representatives of the people. It should include on it representative 
men from the administrative departments of the Government who 
are familiar with the actual administration, and it should also include 
representatives of employees who know the social conditions under 
which they have ito work, how they have to manage on their salaries 
which the Government pays. That commission should also be as- 
sisted by experienced actuaries, so that the financial problems that arfe 
involved may be studied carefully. 

In this connection I should like to present tp the committee this 
report of the pension fund of the city of New York, which gives an 
idea of the trouble which can arisiB when retirement systems are 
started without careful, thorough, actuarial work, and also gives an 
idea of the amount of work which is involved. I should also like 
to present to the committee th^ act of the State of New York estab- 
lishing the new teachers' retirement system. There is also a little 
pamphlet on points explaining the New York teachers' bill, and_, 
fijially, I should like to give you this pamphlet entitled " E«tirement 
system for the teachers of the Commonwealth of Pennsylvania." 
This is not the law of the State of Pennsylvania. It is not the bill 
itself, it is a description of the bill. I have not had a chance to ex- 
amine it very carefully, but it seems to me that it is the fairest re- 
tirement provision that I have ever seen adopted anywhere, and it 
has a scientific actuarial basis. 

A commission such as I have mentioned would be able to take this 
great mass of material and material .that is being collected by Mr. 
Brown, of the Efficiency Bureau, and would be able to digest it and 
present to Congress a bill which would be the commission's bill for 
a retirement system, because I agree with everybody practically who 
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has spoken here that the retirement system is absolutely necessary 
as long as you are to have permanency of tenure in the civil service. 

The Chairman. All right, Mr. Meriam, we will take those. I am 
obliged to go to the Senate. 

Mr. Alcorn. Mr. Deviney, secretary of the National Association 
of Civil Service Employees, is here and would like to be heard, Mr. 
Chairman. 

The Chairman. Very well, we will hear him. 

STATEMENT OF ME. JOHN J. DEVINEY, SECEETABY NATIONAL 
ASSOCIATION OE CIVIL SEBVICE EMPLOYEES. 

Mr. Deviney. Mr. Chairman, my statement will be very brief. I 
simply want to say that contrary to the apparently j)revailing opin- 
ion that public sentiment is opposed to this legislation, my experi- 
ence has been to the contrary. I have had an opportunity to visit 
most of the larger cities and many of the smaller cities in the States 
connected with my work as secretary of the National Association of 
Civil Service Employees. I find sentiment strongly in favor of some 
kind of a retirement law. In fact, 11 State legislatures and scores 
of city councils and civic organizations of all kinds have indorsed the 
noncontributorj^ retirement plan. 

We are particularly interested in some kind of retirement legisla- 
tion at this time, because we want relief from the present situatioD. 
My organization has worked in the interest of retirement legislation 
for the past five or six years, and at this time we are in a position 
where we shall be very pleased to accept any kind of legislation that 
may be enacted by Congress. 

The Chairman. We are very much obliged to you, sir. Who is 
the next speaker? 

Mr. Alcorn. Congressman Dale, of Vermont, would like to say a 
few words. 

The Chairman. Very well ; good morning, Mr. Dale. I shall be 
pleased to hear you. 

STATEMENT OF HON. FOBTES H. DALE, EEFEESENTATIVE Df 

CONGEESS FBOH THE STATE OF VERMONT. 

Mr. Dale. Mr. Chairman and gentlemen of the committee, I came 
over here in somewhat of a hurry, and I know also from my own ex- 
perience in committee work that you would not be interested in hear- 
mg any arguments at this stage of the matter. I also assume that it 
would be about impossible for me to add anything to the information 
that you have already acquired on the subject under consideration. 
1 am constrained to believe, Mr. Chairman, that the committee is 
not only well informed on this subject by this time, but that it is 
thoroughly convinced of the necessity, not only the necessity, if I 
may use the term, but of the humanity of the passage at this time of 
something in the nature of a retirement system for Government em- 
ployees. It seems to me that this proposed legislation is in this sta^e 
somewhat. I doubt if any man, unless he may be, perhaps, some ab- 
normal Member that we must concede appears at times among us, 
that none other than such a man could, when this proposed legisla- 
tion appears in the Senate or in the House, stand up and make any 
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effective opposition. I believe it is generally conceded that the time 
has not only come for the passage of some such legislation as this, 
but that it is a great pity that it was not passed long ago. 

I had the honor to serve one term on the committee at the other 
end of the Capitol, the Committee on Refonn in the Civil Service, 
and I have been astonished at the delay of that committee in taking 
action on this matter. So I came over to this end of the Capitol 
with considerable hope. I do believe that from this end some action 
will be taken. This ought not to be considered as a war measure. 
Now, do not misunderstand me in that. I believe that the conditions 
are such, the war conditions are such, that they demand such a measure 
as this. But this measure ought to have been passed long ago to meet 
these conditions, and not have been delayed until this time. I speak 
of the necessity for this. I mean primarily. If I may refer to niy 
own experience on this matter, some 20 years ago Avhen I was placed 
in charge of the customs ports all along the border, there were men 
who could meet their duties. They could perf om the duties of their 
office under the conditions that existed at that time. But under the 
requirements of the present, men of equal physical and mental 
capacity, all those men could not possibly meet the obligations that 
are laid upon them now. Men who could 20 years ago take care of 
perhaps half a dozen trains going east and west from a port with 
20 cars could not handle trains of 80 and 100 cars made up and 
checked out as fast as the traffic would allow. 

The Chairman. I beg your pardon, Mr. Dale, I will have to ask 
you to suspend. You will really have to excuse me at this time, 
because two bells have rung, which means that I must appear in the 
Senate to answer to roll call. I hope you will excuse me. 

Mr. Dale. Yes, sir. 

The Chairman. We will just adjourn, gentlemen, and I will notify 
you of the next meeting of the committee. 

(Whereupon, at 11.10 a. m., the committee adjourned subject to the 
call of the chairman.) 
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WEDNESDAY, AUGTTST 8, 1917. 

United States Senate, 
Committee on Civn. Service and Retrenchment, 

Washmgton^ D. C. 

The committee met, pursuant to call, at 10 o'clock a. m., in room 266, 
Senate Office Building, Senator Kenneth D. McKellar presiding. 

Present: Senators McKellar (chairman), Kirby, and Wolcott. 

Also present: Capt. Jacob W. Starr, Mr. Cornelius Ford, Hon. 
Edward Keating, Miss Ellis Deal, Capt. W. M. Potter, Dr. James D. 
Maddrill,. Mr. R. H. Alcorn, Mr. M. A. Bodenhamer, Mr. H. T. 
Laclair, Mr. W. H. Smoot, and Mr. Joseph Tighe. 

The committee resumed consideration of the bills S. 157, 281, and 
633, bills for the retirement of employees in the civil service. 

The Chairman. The committee will come to order. We will hear 
Capt. Starr. 

STATEMENT OF CAPT. JACOB W. STAEB, EMEEITXJS PRESIDENT 
AND ADVISORY MEMBER OF EXECUTIVE COMMITTEE OP THE 
XTNITED STATES CIVII SERVICE RETIREMENT ASSOCIATION, 
WASHINGTON, D. C. 

Mr. Starr. Mr. Chairman and gentlemen of the committee, the 
United States Civil Service Retirement Asosciation was organized 
in the spring of 1900, and its sole object, as stated in the constitution, 
is " to obtain information upon the subject of superannuation and to 
aid in devising measures in the interests of the public service and of 
the employees in that service by an equitable provision for their 
retirement without expense to the Government." 

I had the honor to be one of the organizers, and for seven years was 
the president, of that association, and consequently have given the 
subject of retirement for Government employees a great deal of 
careful thought and investigation. 

In presenting the cause of retirement for Government employees, 
I shall endeavor to present the subject as a business proposition 
which involves two phases of the subject not dwelt upon by tongue 
or pen as their vital importance demands, namely, the cost of retire- 
ment and the efficiency to be gained far in excess of that cost. 

The element of cost has given and will give our statesmen much 
food for thought and consideration ; those unknown quantities were 
the first problems that our association attempted to and did solve. 
Although we found a situation of chaos when, in 1901, we addressed 
a letter to Mr. Proctor, of the Civil Service Commission, asking him 
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to present us with the number of employees in the classified civil serv- 
ice, their aggregate salaries, their ages, and length of service. We 
received an answer stating they could not furnish us any data as to 
any of the requests made upon them. 

I then called upon the commission, and talked with the President 
on the subject, when he asked me to furnish the commission with any 
information we might develop in our investigation. We did, and 
we have been doing team work ever since. Finding there was no 
statistical information on the subject, the United States Civil Service 
Retirement Association set about to obtain facts and figures and 
work out the problem in a business way, and to that end it has de- 
voted a great deal of time and labor. It inspired the Senate resolu- 
tion which called for certain statistics as to age, salaries, and length 
of service of classified employees in Washington. When copies of 
these tabulated statements were obtained from the departments and 
bureaus, it was found that the Senate resolution had been interpreted 
in various ways, and the figures were not in shape to be used in the 
calculations which the executive committee desired to have made. It 
was at once determined to obtain the figures in another way. Cards 
were printed at the expense of the association, and through the cour- 
tesy of the heads of departments they were placed in the possession 
of classified employees. In a short time 15,864 cards were in the 

Possession of the committee. The data collected were submitted to 
lessrs. Grow and Hunter, actuaries of the New York Life Insurance 
Co., and on April 18, 1902, they made a report, showing that the cost 
of retirement on the basis of a maximum retirement allowance of 
$600 per annum would vary all the way from 8 per cent to 21.1 per 
cent, depending upon the age at entrance and the retiring age. 

The Chairman. One moment. That 8 per cent to 21 per cent — does 
that mean of the salaries of the employees? 

Mr. Starr. It was dependent upon the various plans which were 
presented to them. They had a number of propositions made to 
them. 

The Chairman. In other words, if the employees had to pay it 
themselves, it would be 8 per cent or 21 per cent of their salaries, as 
the case might be? 

Mr. Starr. As the case might be, according to the plan they de-^ 
sired to have adopted. It will be explained a little further on, I 
think, clearly. 

Messrs. Grow and Hunter suggested that a charge of 7^ per cent 
be made on all members, whether present or future, irrespective of 
age; that no allowance be made to the heirs of those who die; that 
no allowance be made to those who withdraw before the pension age; 
that a pension be given for incapacitation to those who have been 10 
years or more in the service; that the funds be safely invested so as 
to assure 2^ per cent interest, and that all now aged 70 and above 
be given an immediate pension of $300. 

The following are some of the rates given by the actuaries and the 
benefits which such rates would secure on retirement [reading] : 

Flat rate of 6Jf per ecnt on all salaries. — This would provide for retirement 
at TO; iuimediate retirement for all eligibles; pension of one-sixtieth of the. 
average annual salary for the last 10 years of service preceding retirement for 
eacli year of service ; credit for past and future service in estimating amount of 
pension ; maximum pension of one-half of average salary for preceding 10 years 
before retirement ; funds to earn 2^ per cent through investment. 
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If the maximum pension be increased to two-thirds of the average salary, the 
rate would be increased to 8 per cent. 

Flat rate of 6.6 per cent. — This would provide for retirement at 70; retirement 
deferred 10 years, assessments to continue on all in the meantime; pension of 
one-sixtieth of the average annual salary for the past 10 years of service pre- 
ceding retirement for each year of service, subject to restriction as to time 
credit shall begin; credit for future service only in estimating amount of pen- 
sion ; minimum pension of $350 ; funds to earn 2^ per cent through investment. 

If to this there be added the feature of retirement, after 10 years of service, 
for incapacity, the rate would be increased to 7 per cent. 

Flat rate of 7 per cent. — This would provide retirement at 70; retirement 
deferred 10 years, assessments to continue on all in the meantime; pension of 
one-sixtieth of the average annual salary for last 10 years of service preceding 
retirement for each year of service; credit for past and future service in esti- 
mating pension ; minimum pension of $350 ; fund to earn 2^ per cent through 
investment. 

In all these cases salaries are to be estimated for all purposes at 
not exceeding $2,000. 

The various elements considered by these actuaries and their full 
report thereon are contained in the report of the United States Civil 
Service Retirement Association of March 9, 1903, a part of which I 
ask permission to have incorporated in this record. 

(The report referred to above is here printed in full, as follows:) 

New Yoek Life Insubance Co., 
No. 346 Broadway, New York, May 13, 1902, 

Executive Committee United States 

Cmi* Service Retirement Association, 

Washington, D. C. 

Gentlemen : In accordance with your request, we have investigated the ques- 
tion of providing a pension to the Government employees after attaining the 
age of 70. Our investigation has been conducted on the lines laid down by 
you in your communications of the 25th of March and 6th of April. In the 
latter communication the suggestion was made that your funds would not be 
invested at interest. In other words, it appeared to be the idea of your com- 
mittee that the amount received each year in contributions would be paid out 
in pensions during the same year. That scheme is impossible, because the 
amount to be paid out in pensions will increase very rapi(Jly, and it would ac- 
cordingly result in a small percentage of contribution by the employees at the 
present time, increasing rapidly as the number of those who become entitled to 
a pension increase. 

It is necessary in all i)ension schemes to provide for a reserve in the same 
way that a life insurance company must provide a legal reserve. There have 
been schemes of pensions inaugurated on the assessment plan whereby the re- 
serve was dispensed with, but the promoters of these plans did not realize that 
they must lay aside a sum of money each year for the young men, who will 
eventually be entitled to pensions, and that all the money contributed by the 
younger men would be used in paying pensions to the older members. A proper 
pension scheme must therefore provide a larger income than outgo in the early 
years, in order to have a fund to provide for the deficiency when the outgo is 
greater than the income. Such a condition might not occur in your society for 
a great many years, because the continual increase in the number of the mem- 
bers will conceal the deficiency for a considerable time, but as soon as the in- 
crease in new members ceases the true state will become apparent. That is the 
condition which the assessment societies are meeting at the present day — ^thelr 
contributions were sufficient to pay the death claims when there were a large 
number of new members at young ages, but when the Infusion of new blood 
ceased the death rate increased and the contribution or assessment also in- 
creased at a rate which ultimately meant a dissolution of the society. 

In our communication of April 18 we gave the cost of a pension at each age 
of entry on the assumption that there would be no Interest earned on the funds 
in your hands until the pension becomes due. At that time we assumed that 
the funds would earn 2^ per cent after age 70, and provided for a cash con* 
sideratlon at that age which would be accepted by an insurance company in 
payment of the pension. In that exhibit it was shown that the rates were 
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exceedingly high when the money was not accumulated at interest. The great 
importance of interest may be readily seen by the following : 

If a man entered at age 20 and had to wait until 70 for his pension, a con- 
tribution of $10 per year without interest would amount to $500, whereas that 
sum at 2i per cent interest would amount to $999, which is almost exactly 
double the amount which would be in hand if no interest were earned on the 
annual contribution. 

After talking with your president it was agreed that we should assume 2^ per 
cent interest in our future calculations. 

In our work the following provisions have been made : 

1. Those who have reached the age of 70 will be retired whenever the pension 
scheme is put into effect. 

2. The pension age for all members will be 70. 

3. Those who have served 10 years or more and become permanently inca- 
pacitated shall be retired. 

4. No provision shall be made for those who become incapacitated within 
10 years from the present time, or 10 years of service for new members. 

In order to protect the association against fraud, it should be provided that 
those who receive retiring allowances on account of incapacitation shall not 
engage in any other occupation, or shoTild they do so the pension will become 
forfeited. 

5. The pension shall W. ore-sixtieth of the average annual salary for the last 
10 years of service preceding retirement for each year of service. 

6. The minimum of pension shall be $300 to those who are to be retired when 
the scheme is inaugurated. 

7. The minimum pension is taken at 25 per cent of the average salary for the 
10 preceding years of service of those who are less than 70 years of age. 

8. The maximum pension shall be two-thirds of the average salary for the 
preceding 10 years before retirement. 

In order to answer your questions fully, our first exhibit (which does not 
take into account incapacitation), shows the percentage of assessment on the 
salary according to age at entry, i. e., present age, under the three following 
conditions : 

(a) No return shall be made in case of withdrawal from the service or in 
event of death before the pension age ; or 

(b) A return of the actual contributions shall be made to the heirs of those 
who die before attaining the pension age ; or 

(c) A return of the actual contributions paid shall be made to the heirs of 
those who die, and also to those who withdraw before the pension becomes 
available. 

It will be noted from Exhibit A that the percentage of the annual salary, 
with no return at either death or withdrawal, is 1.57 at age 15. That percent- 
age takes into account the Increasing salary to which the young men will be 
entitled on the basis that the average salary at each age will be the same as is 
being paid at the present time. In other words, we have taken the number of 
employees at each age furnished by you and divided them into the total salary 
at that age, thereby obtaining the average salary at each attained age. It is 
not to be expected that the same averge will be maintained, but w^e may reason- 
ably hope that it will not vary much from the present average. Our figures 
must not, therefore, be taken as absolutely correct for all time. They are 
thoroughly reliable, provided the conditions of to-day are maintained in the 
future, but it would be advisable to make valuations at every fifth year in 
order to determine how closely the conditions of 1901 have been adhered to in 
the succeeding five years. Such a valuation is made yearly by life insurance 
companies, but it is not necessary to have it more than every five years in the 
case of a pension plan. A corporation conducting a pension scheme ought not 
to go ahead year after year without a valuation, as they are as likely to come 
to grief as a ship entering a strange harbor would be if it were to proceed at 
full speed without making any soundings. 

In preparing these pensions no allowance has been made for previous years' 
service, because no contributions have been made in the past. Thus, a man 
aged 60 at the present time will receive a pension of $350 (which is 25 per 
cent of the average salary for only 10 years), whether he entered the service at 
59 or 29. 

You will notice that the additional cost of providing for a return of the 
contributions at death adds materially to the cost (see &), and that the addi- 
tion to provide for a return to the heirs of those who die, and also to those who 
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withdraw (see c), practically doubles the the cost when no return is made at 
any time. 

As your president stated that it would be more in line with the ideas of the 
executive committee to provide for an equal percentage of contribution, irre- 
spective of age, we submit the following: 

(a) A contribution of 6.2 per cent of the annual salary would provide for the 
desired pension, without any allowance at death or withdrawal, but it would 
be necessary to increase the percentage to 6.4 per cent to provide for the pension 
of $300 to those who are now 70 years and upward. 

(&) The percentage to provide for return of the contributions at the death 
of a member would be 8.3 per cent, which would be increased to 8.5 i)er cent in 
order to provide pensions of $300 to those now aged 70 and above. 

(c) The percentage of all salaries to provide for return of the contributions, 
either at death or withdrawal, would be 8.8 per cent, which would be increasetl 
to 9 per cent in order to provide pensions of $3(K) to those aged 70 and above. 

In this connection it may be well to mention the fact that we have assumed 
a death rate based on the American Exi>erience Table. As no statistics could 
be furnished us of the death rate among the civil-service employees, we used 
a table which seemed to be satisfactory until the statistics could be obtained of 
the actual death rate among your associates. 

As you could not furnish us with statistics which would be broad enough 
to base a withdrawal rate upon, we have taken the most reliable figures obtain- 
able from other sources. In order to be on the side of conservatism it has been 
assumed that there are no lapses after attaining age 44. This is another factor 
which must be tested in the future in order to determine whether or not our 
assumptions are correct. 

In Exhibit B has been Included the cost of providing for those who become 
permanently incapacitated. In preparing this exhibit we were again faced 
with the difficulty of obtaining reliable statistics. This is one of the hardest 
factors to consider in preparing a scale of premiums for pensions. There Is 
the chance of a great deal of misrepresentation in regard to the cause of in- 
capacitation. It is also very difficidt to determine In many cases, when a 
man passes the age of 60, whether he is or is not incapable of further work. 
We have taken the figures from the aggregate experience of a number of rail- 
road and other corporations which have granted pensions in the past. 

It will be noted that the increase in the percentage of contribution is con- 
siderable. That fact is very largely due to the great number of employees who 
were retired above age 60 on the ground of incapacitation. If it is declde<l to 
include the factor of permanent incapacitation we wish to warn the members 
that considerable allowance must be made for misrepresentation on the ground 
of total disability, and consequently to a considerable increase in the cost to 
each individual member. 

In Exhibit B we give the cost on the same lines as under Exhibit A, with the 
exception that the factor of permanent Incapacitation Is included. We also 
desire to present the percentage w^hlch It would be necessary to assess the 
members, Irrespective of age, in order to be the equivalent of the rates sub- 
mitted In Exhibit B. 

(d) An annual contribution of 9 per cent of the annual salary, irrespective of 
age or any future Increase, would be required in order to provide for the 
pension already outlined, with the imderstanding that there shall be no return 
either at death or at withdrawal, but that the pension w^lU be i)ermltted on 
the member becoming permanently Incapacitated. That percentage would be 
increased to 9.3 per cent In order to provide for a pension of $300 to those aged 
70 and above at the present time. 

(e) A percentage of 11.4 per cent would be required to provide for a pension 
with return of the contributions at death. The percentage would be Increased 
to 11.7 per cent In order to provide a pension of $300 to those ageil 70 and 
above. 

(/) The percentage of the average salary would be 12.3 per cent to provide 
for a pension together with return of the contributions either at death or with- 
drawal. The percentage w^ould be Increase to 12.6 per cent In order to provide 
a pension of $300 to those aged 70 and above at the present time. 

We have been informed that calculations were made by some one on behalf 
of the committee, which showed that 2 per cent would be sufficient to provide 
for the pensions. In order to show how inadequate that percentage would be 
we have taken the members aged 50 and above and traced them for 20 yeare, 
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takiug out the deaths as they occur and providing pensions as they become due. 
For instance, there are 70 men at age 70 who would now become entitled to a 
pension of $300 each, making a total of $21,000. As the death rate during age 
70 is 62 per 1,000 there would be 4 deaths among the 70, leaving 66 entitled to 
a pension on attaining age 71. During age 71 the death rate is 68 per 1,000, 
which would call for 4 deaths out of 66, reducing the number entitled to a 
pension to 62 at age 72. Each age has been treated in this fashion in order 
that we could positively trace all the members for 20 years. Those who are 
69 during this year will be 70 at the beginning of next year, and therefore they 
are included in those entitled to pension in the second year. In carrying those 
aged 69 down to 70 we have taken out the deaths as they occur. 

In the next exhibit (C) is shown the progress of the fund for 20 years on 
the basis of a minimum salary of $300. We need not explain the exhibit, as 
it speaks clearly for itself. 

Exhibit D is the same as Exhibit C in form, with the exception that the 
pension of all those aged 60 to 69 is taken at $350, and those younger than 60 
are given the amount of pension on the lines laid down by your executive com- 
mittee. In preparing Exhibits C and D it has been assumed that the total 
salary received by the 15,800 members during this year will continue for the 
next 20 years, and that the places of those who die, or receive pensions will 
be taken by new entrants at young ages. 

It will be seen in Exhibit C that 2 per cent of the annual salary is inade- 
quate and amounts to less than the sums require each year for pensions in tlie 
eleventh year; that the accumulated funds are wiped out in the seventeenth 
year, and that there is a deficiency of over a million dollars in the twentieth 
year. 

The foregoing exhibits (C and D) are particularly interesting because they 
show that there is a large accumulation of funds which would lead those who 
have not studied the matter carefully to think that an unnecessary large charge 
was made. In order to assist in a proy)er understanding of these exliibits we 
shall prepare a schedule showing the number of people entitled to a pension 
each year, and the number who die in each year at each age of entry. 

The question which we will now take up is. What percentage of salary 
should be assessed on all the members? Before answering this question we 
should like you to bear in mind the fact that the contributions of the new 
members should be less than those of the present members. At the present 
time a number of the employees will receive pensions without paying a penny 
for them. Many others will receive pensions upon which a very small sum 
has been paid. As the new members come in they will only be required to pay 
the cost in accordance with their ataiued age, and therefore the average per- 
centage of contribution of 7^ per cent will be more than sufficient If the average 
age of entry is 25 or thereabouts. There are two percentages, therefore, which 
could be put into effect : 

First. The percentage of contribution mentioned in a, &, c, d, e, or /, would 
be chargeable to the present members, and a smaller percentage, which would 
afterwards be calculated, would be chargeable for new members. 

Second. A fixed percentage, irrespective of whether the member now is in 
the civil service or will become an employee in the next few years. 

The first of these suggestions is in many respects impracticable, as it would 
only cause great dissatisfaction. 

If the second plan is employed, it will result in a smaller percentage being 
required of all members than appears in our percentages, included under the 
heading of a, &, c, d, e, and /. 

Our suggestion is that a charge of 7^ per cent be made on all members, 
whether present or future, irrespective of age ; that no allowance be made to 
the heirs of those who die ; that no allowance be made to those who withdraw 
before the pension age ; that a pension be given for incapacitation to those who 
have been 10 years or more in the service; that the funds be safely invested 
so as to assure 2^ per cent interest, and that all now aged 70 and above be 
given an immediate pension of $300. 

Our percentage will probably be more than sufficient if great care is taken 
in eliminating cases of misrepresentation among those who claim to be inca- 
pacitated, and in requiring those who are fit to work to continue their occupa- 
tions and contributions until age 70, instead of claiming the right to resign on 
account of incapacitation before that age. There are so many factors which 
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are flexible in such a pension scheme that we hesitate greatly to suggest a 
lower percentage, although 6 per cent might be sufficient if $2,000 salary were 
tlie limit upon which pensions were based, if there continued to be a large 
ingrease in the young men, and if no one is retired before age 70 unless there 
is no question about their being totally incapacitated. There will unquestion- 
ably be a large accumulation of funds in the early years, and it must be dis- 
tinctly borne in mind that such accumulation has been carefully considered in 
assessing the percentage. In fact, a large accumulation is absolutely neces- 
sary to the perpetuity of the plan. 

There is one more point to which we desire to draw your attention: The 
statistics supplied to us contain the records of 15,846 employees, but we under- 
stand that there are many times that number employed by the Government. In 
our work, therefore, we had to consider that the foregoing number of employees 
Avas representative of the total. In other words, that the average distribution 
according to age, and the average salary, would be practically the same among 
all the employees as they now are among those In the District of Columbia. 

The amount of work required of us was very great, and as your committee 
requested it to be finished by the 10th of May, it has resulted in high-pressure 
work. If, therefore, it is decided to accept our suggestions, we make the re- 
quest that time be given to check the figures, review our conclusions, and make 
a final report. 

A request was made to furnish figures for retirement prior to age 70. If the 
age of retirement Is reduced it will result in a considerable increase in the cost. 
In order that you may see in a concise manner the effect of reducing the pension 
age, we give the following table, which is based on the assumption that there 
will be no retirement from incapacitation; that no allowance will be made 
either at death or withdrawal, and that the pension will be $500 In all cases. 

• 

Average Percentage of Salary Contribution for $500 Pension. 



Present 


Pension 


Pension 


Pension 


age. 


age, 70. 


age, 60. 


age, 55. 




Per cent. 


Percent. 


Percent. 


15 


0.8 


1.6 


2.6 


25 


1.5 


2.8 


4.8 


35 


2.9 


5.5 


9.8 


45 


5.2 


10.8 


21.1 



Yours, very truly. 



Arthur Hunter. 
A. R. Grow. 



P. S. — The question was asked at our meeting on Saturday last. Why should 
not the contributions of the young men be entirely used In paying the pensions 
to the old men — then when these young men become old men their successors 
will provide for their pensions in the same manner? If that system were carried 
out each man would not be laying aside a penny for his own pension scheme. 
It Is theoretically possible to carry out a plan of that description, provided the 
increase each year in the number of young men employed by the Government Is 
much larger than the Increase of the preceding year, and provided the plan Is 
made binding forever, so that no change could be made. As neither of these 
conditions can be counted upon, the plan is practically impossible. For instance, 
if a man at present aged 25 were to pay for the next 44 years, on the under- 
standing that he would get a pension at age 70, and the year before his pension 
became due an act of Congress were passed to dispense with the plan, or a 
majority vote of the employees swept the pension scheme out of existence, the 
man who had paid for 44 years would have no return -of his contributions as 
they would have been used in providing pensions for others. 
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Exhibit A. — Percentage of annual salary to secure a pension equal to one- 
sixtieth part of the average salary 10 years prior to time of retirement, for each 
year of service, the pension to commence at age 70; no pension to be greater 
than two-thirds of such average salary, or less than 25 per cent. 



Age. 


Percentage 
of annual 
salary with- 
out return 
of contribu- 
tions either 
at death 
or with- 
drawal. 

(0) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions at 
death 
only. 

(ft) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions either 
at death 
or with- 
drawal. 

(c) 


Age, 


Percentage 
of annual 
salary with- 
out return 
of contribu- 
tions either 
at death 
or with- 
drawal. 

(a) 


Percentage 
1 of annual 
salary with 
return of 
contribu- 
tions at 
death 
only. 

(6) 


Percentage 
of annual 

salary with 
return of 
oontriba- 

tions either 
at death 
or with- 
drawal. 

(0 


15 


1.57 
1.67 
1.77 
1.88 
1.99 
2.12 
2.23 
2.35 
2.51 
2.63 
2.80 
2.99 
3.18 
3.41 
3.62 
3.86 
4.01 
4.17 
4.32 
4.48 
4.65 
4.81 
4.97 
5.14 
5.29 
5.44 
5.58 
5.72 


1.91 
2.04 
2.18 
2.33 
2.49 
2.67 
2.83 
3.00 
3.23 
3.41 
3.66 
3.94 
4.23 
4.67 
4.89 
5.25 
5.49 
5.75 
6.00 
6.26 
6.53 
6.79 
7.05 
7.32 
7.56 
7.78 
7.99 
8.18 


3.74 

3.87 

3.99 

4.13 

4.26 

4.42 

4.55 

4.68 

4.89 

5.01 

5.21 1 

5.44 

5.67 

5.95 

6.19 

6.48 

6.61 

6.75 

6.88 

7.02 

7.17 

7.31 

7.45 

7.61 

7.75 

7.90 

8.05 

8.21 


43 


5.85 

5.98 

6.11 

6.24 

6.37 

6.62 

6.67 

6.83 

6.97 

7.14 

7.32 

7.51 

7.70 

8.46 

9.34 

10.39 

11.65 

13.19 

16.09 

17.61 

20.67 

24.97 

31.04 

40.25 

56.72 

86.89 

18a 83 


8.35 

8.52 

8u67 

&83 

8.98 

9.16 

9.31 

9.49 

9.62 

9.80 

9.97 

10.16 

10.32 

11.23 

12.27 

13.60 

14.95 

16.71 

1&84 

21.52 

24.98 

29.62 

36.10 

46.83 

62.02 

94.40 

191.42 


8.35 


16 


44 


8.52 


17 


45 


8l67 


18 


46 


8.83 


19 


47 


S.9g 


20 


48 


9.15 


21 


49 


9.31 


22 


50 


9.49 


23 


51 


9.62 


24 


52 


9.80 


26 


53 


9.97 


26 


54 


10.15 


27 


66 


10.32 


28 


56 


11.23 


29 


67 


12.27 


30 


58 


13.50 


31 


50 


14.95 


32 


60 


16.71 


33 


61 


l&g4 


34 


62 


21.52 


36 


63 


24.98 


36 


64 


29.62 


37 


66 


36.10 


38 


66 


45.83 


39 


67 


62.02 


40 


68 


94.40 


41 


69 


191.42 


42 
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Exhibit B. — Percentage of annual salary to secure a pension equal to one- 
sixtieth part of the average salary 10 years prior to time of retirement, for 
each year of service, the pennon to cmnmence at age 70 j or incapacitation, 
provided incapacitation occurs 10 years after entering the service. 



Age. 


Percentage 
of annual 
salary with- 
out return 
of contribu- 
tions either 
at death 
or with- 
drawal. 

id) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions at 
death 
only. 

(«) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions either 
;at death 
or with- 
drawal. 

a) 


Age. 

1 


Percentage 
of annual 
salary with- 
out return 
of contribu- 
tions either 
at death 
or with- 
drawal. 

(d) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions at 
death 
only. 

(e) 


Percentage 
of annual 
salary with 
return of 
contribu- 
tions either 
at death 
or with- 
drawal. 

(0 


15 


2.S9 
3.09 
3.29 
3.50 
3.72 
3.93 
4.16 
4.40 
4.66 
4.95 
5.30 
5.67 
6.06 
6.49 
8.76 
7.03 
7.27 
7.52 
7.77 
8.03 
8.28 
8.53 
8.77 
9.00 
9.21 
9.39 
9.55 
9.69 


3.39 

3.64 

3.90 

4.17 

4.45 

4.73 

5.03 

5.35 

5.69 

6.08 

6.55 

7,04 

7.49 

8.15 

&53 

8.91 

9.26 

9.62 

9.98 

10.35 

10.72 

11.97 

11.42 

11.74 

12.04 

12.28 

ia48 

12.65 


6.43 


43 


9.79 
9.88 
9.93 
9.98 
10.00 
10.00 
9.95 
9.82 
9.59 
9.22 

a 67 

8.01 

7.70 

8.46 

9.34 

10.39 

11.65 

13.19 

15.09 

17.51 

20.67 

24.97 

31.04 

40.25 

55.72 

86.89 

180.83 


12.76 
12.85 
12.88 
12.90 
12.89 
12.84 
12.73 
12.51 
12.17 
11.64 
10.89 
10.15 
10.32 
11.23 
12.27 
13.50 
14.95 
16.71 
18.84 
21.52 
24.98 
29.62 
36.10 
45.83 
62.02 
94.40 
191. 42 


12.77 


16 


6.68 1 


t4 


12.86 


17 


6.91 

7.14 

7.39 

7.61 

7.88 

8.12 

8.40 

8.71 

9.10 

9.51 

9.93 

10.41 

10.61 

10.82 

10.98 

11.15 

11.32 

11.50 

11.67 

11.84 

12.00 

12. 17 

12.32 

12.45 

12.57 

12.69 


46 


12.88 


18 


46 


12.90 


19 


47 


12.89 


ao 


48 


12.84 


21 


49 


12.7$ 
12. 51 


22 


50 


23 


51 


12.17 


24 


52 


11.64 


25 


53 


10.89 


36 


54 


10.15 


27 


55 


10.32 


28 


56 


11.28 


29 


57 


12.27 


30 


58 


13.50 


31 


59 


14.95 


32 


. 60 


16.71 


33 


61 


18.84 
21.52 


34 


62 


35 


63 


24.98 


36 


64 


29.62 


37 


1 65 


36.10 


38 


1 68 


45.83 


39 


67 


62.02 


40 


68 


94.40 


41 


69 


191.42 


42 


1 

1 
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EXHIBIT C. — Shoicing the progresg of the fund from year to pear, the contrthu- 
tUmg to icAicft are 2 per cent of the annual galary, the pension being $300 to 
those members teho are now 70 and over; to those lean than 70 and more tJmn 
60, $S50; hut prior to age 60 depending upon length of service and last salary. 



YflSr. 


(1) 

%tss' 


(2) 

Amount In 
haodBl 


(3) 


(!)-(3) 


(5) 

hand at (aid 
of year (4) 
+ interest »t 




I3fl3,S51 




103,000 














i;j2; 

!:S 

'72* 
365 






lie 

!^ 

sd 

72! 
71( 


i 
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ElsHiBiT D. — ShouHng the progress of the fund from year to year, the contribu- 
tiong to ichich are 2 per cent of the annual salary, the pension being $300 to 
those members icho are noio TO and over, but to those less than that age, de- 
pending upon length of service and last salary. 



Year. 


(1) 
o^l&ry. 


(3) 


(J) 

paMin 
pensions. 


(2)^(3) 


(B) 
2i per cant. 




' 




"i:jw;M» 






1« 

1 

6a 

7Ii 
701 


i 

1 

46S 
318 





















































































Mr. Starr, As to the cost of retirement our new converts, whether 
actuaries or otherwise, have, through their representation of the 
cost, retarded the enactment of a retirement law to a very serious 
extent. 

I have heard it said at these hearings that some of the actuaries 
we have employed were, to express it mildly, antiquated, thus trying 
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to cast doubt upon some of the calculations of the actuaries that we 
have employed. The so-called Pomerene bill fixes the cost at 8 per 
cent of the salary, others have said it would cost 12 per cent to 15 
per cent, and as high as 33 per cent. 

While six of the leading actuaries of the greatest experience of 
any men in this country whom we have employed have invariably said 
that 5 per cent is ample to pay a retirement allowance of 50 per cent 
of the salary up to and including $2,000 per annum, as stated, the 
first actuaries we employed or, rather, who volunlieered their services, 
were Messrs Hunter & Grow, actuaries of the New York Life Insur- 
ance Co., of New York. 

The services of the actuaries were tendered us without fee or 
reward by Mr. George W. Perkins, an officer of that company. We 
submitted to them the data that we gathered in the District of 
Columbia through the cards we had presented and sent through the 
departments, and upon a proposition to retire the employee upon 
66| per cent of his salary, we paying the whole cost, they reported to 
us that upon the proposition prescribed it would be necessary to 
deduct 7i per cent of the salary received. We subsequently sub- 
mitted that data and this proposition to Mr. Walter C. Wright, the 
eminent actuary of Boston, an actuary of the greatest and longest 
experience in the United States, to ascertain actuarily for us the cost 
of retirement of Government employees on 66f per cent of their, 
annual salary up to and including a salary of $2,000 per annum, as 
set forth in a bill we had prepared and introduced in both the United 
States Senate and the House of Representatives. In the House of 
Representatives it was known as the Fowler bill and was numbered 
19375 of the Fifty-ninth Congress. In the United States Senate it 
is known as the Perkins bill and is numbered 1944, Fifty-ninth Con- 
gress, having been introduced by Representative Fowler, of New 
Jersey, and Senator Perkins, of California, respectively. Mr. 
Wright made a thorough analysis of our bill and pronounced those 
conditions possible. In his statement to the association he says : 

A 5 per cent collection will, on the whole, be abundant to fulfill the proposal 
of the bill, which is that each annuity to be paid shall equal one-sixtieth of tbe 
average salary of the last 10 years of service, for each year of service not 
exceeding 40 years, which would be 66§ per cent in every case of 40 or more 
years of service. Indeed, the probability is that an annual allowance of 5 
per cent to produce annuities of 66S per cent of the average salary for the last 
10 years, after at least 40 years of service, and proportionately less percentages 
after shorter terms of service, would prove superabundant on the whole, and 
create some surplus. 

In a subsequent statement Mr. Wright says [reading] : 

I am so well satisfied that 5 per cent will prove the most popular contribution 
rate which could be fixed upon, and that it will prove sufficient for all purposes 
that I have not considered any other rate. 

Mr. Miles Menander Dawson, u consulting actuary of New York 
City, basing his calculation upon the unofficial data we had collected 
prior to the issuing of Bulletin No. 12, United States Census Office, 
concluded that an assessment of 5.6 per cent will produce an annuity 
equal to one-sixteenth of the average annual salary for the 10 years 
preceding retirement for every year of service rendered in any and all 
departments of the Government plus a death benefit of $900 and a 
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sick benefit of $6 per week. The calculations of Mr. Dawson are con- 
curred in by Henry Mohr, consulting actuary of New York City. 

In a statement to the Committee on Eef orm in the Civil Service of 
the House of Representatives, February 12, No. 904, Maj. Gren. Fred 
C. Ainsworth, The Adjutant General of the Army of the United 
States, submitted a memorandum in which he showed the cost of 
retirement at 70 years of age on one-half pay would not exceed 3.5 per 
cent of the active list. These figures are the result of a calculation 
based upon known data respecting the active and retired service of 
the United States Army, and covering 45 years' experience. 

James Howard Gore, Ph. D., of George Washington University, 
and fellow of the actuarial society, also consulting actuary of the 
Mutual Life, New York Life, and Equitable Life Insurance Associa- 
tionSj of New York, the three largest and most successful corporations 
in this country, says of our bill [reading] : 

I am convinced that the assessment proposed wiU be adequate, and that it 
will be found that the machinery you suggest will be satisfactory. 

Prof. Gore was so well satisfied that a surplus would accrue that 
he strongly recommended the " adoption of a section to our bill that 
would increase the benefits or reduce the contributions after five 
years." 

An interesting statement and table based upon 28 years' actual exr 
perience are those submitted by Mr. Frank Scott, then treasurer and 
now vice president of the Grand Trunk Railway of Canada. I can 
not do better than to reproduce these verbatim, which, with the per- 
mission of the committee, I shall do [reading] : 

The Grand Trunk Railway superannuation system was inaugurated in the 
year 1874, for the purpose of making provision for the retirement on a pension 
of officers and employees who had served the company faithfully and efficiently 
for many years. It has been felt that many cases of extreme hardship had 
arisen from the necessity of dispensing with the services of employees whose 
only fault consisted in the fact that advancing years had undermined their 
usefulness, rendering it necessary to replace them by the employment of younger 
men. 

In many oases it had been found that no provision whatever for the future 
had been made by su(*h retired employees. The company was then confronted 
with the alternative of allowing men to remain at work whose usefulness had 
been impaired or of dismissing them from the service without any means of sup- 
port. Motives of common humanity, accordingly, in the year above stated, an 
act was passed incorporating the " Grand Trunk Railway of Canada Superan- 
nuation and lYovident Fund Association." 

The scheme embraced all officers, passenger or freight agents, telegraph 
operators, and the clerical staff generally, who, -on the date of its becoming 
effective, were under 37 years of age and in receipt of more than $400 per 
annum. 3^Iemhership was optional for officers and employees then In the 
service, but compulsory upon all w^ho entered after the 1st of October, 1874. 

The revenue of the fund is derived from a contribution from the members of 
2^ per cent of their i)ay, deducted monthly on the pay rolls, the amount so con- 
tributed being augmented by a contribution of an equal amount monthly by 
the Grand Trunk Railway Co. 

The funds of the association are Invested In the names of three trustees 
appointed by the directors of the company. A report is made every five years 
by competent actuaries as to the condition and |)rospects of the fund, and after 
the experience of 29 years it has been found to be in an entirely healthy and 
solvent condition. 

Members are eligible for a pension at the age of 55 years, such pension being 
computed on the basis of one-sixtieth of the retiring pay for -each year of 
membership, the allowance, how^ever, in no case to exceed two-thirds of the 
average annual pay during the period of membership. 
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In the event of a member being incapacitated for work owing to mental and 
bodily infirmity after having contributed for 10 years or over, he is entitled 
to a pension on the same basis. 

Objections have occasionally been made as to the compulsory character of the 
system, but such are the results of a lack of consideration of the subject. The 
scheme Is the outgrowth of a desire to apply for their individual welfare the 
opportunity afforded by the employment of a large body of men. It is an 
adaptation of the sound principle " the greatest good of the greatest number." 
The opportunity would be thrown away were the system made a voluntary one, 
because such a course would neutralize any benefit obtainable by reason of 
the collective feature. 

The organization is under the control of a committee of management con- 
sisting of the principal officers of the company and representatives elected by 
the members. 

The practical results consequent upon the operation of the fund have been 
excellent. In many instances where employees dispensed with would otherwise 
have been reduced to penury, they have been enabled to pass the remainder of 
their lives in comparative comfort. 

The knowledge that provision has been made to guard against poverty in old 
age has been found an incentive for officers and employees to perform their 
duties in a satisfactory and efficient manner. They realize that unsatisfactory 
conduct may at any time entail the loss of a very valuable asset. 

It has been stated that the existence of a pension fund acts as a detriment 
to efficient service, owing to the tendency on the part of an employee approach- 
ing the retirement age to become lax in the performance of his duties in con- 
sequence of the knowledge that he will shortly ba able to leave the service 
and draw his pension. The experience of this company has demonstrated that 
such reasoning is entirely fallacious. In the first place, no railway officer or em- 
ployee, if in good health, is likely to desire to retire at the minimum age of 55. 
By the time he has reached that age the performance of his duties has become 
second nature to him, and in no ease, so far as the experience of the Grand 
Trunk Co. is concerned, has a member voluntarily retired at the pension age 
of 55, although many members have been placed on the pension list at an earlier 
age as the result of ill health. Each year of service means a larger retiring 
allowance, and an employee will do his best to efficiently perform his duties as 
long as possible in consequence. 

When the encroachments of old age necessitate the retirement of an employee, 
it is generally fouiid that he has entirely failed to appreciate that his useful- 
ness has become impaired, and usually becomes vary indignant at the imputa- 
tion. The prospective pension, while sufficient to secure a member from absolute 
want, is not large enough to justify him in running any risk of having his 
services terminateil before he is eligible for retirement. 

In the event of an employee leaving the s?rvice after contributing for 5 
years he received one-half and after 10 years the whole of his contributions. 
Should he die at any time, his widow receives the whole amount paid in by 
him, or if he leaves no widow, then the same is paid to his legal representatives. 

A comparison of much interest was recently made between the plan in force 
on the Grand Trunk Railway and that adopted by another company. The pro- 
visions of the latter did not involve the payment of any contribution by the 
employees, the company setting aside annually a sum estimated to be sufficient 
to provide for the probable pension claims. At first sight such a proposition 
would appear more attractive to an employee than one based on contributions 
by him, but the very fact of his not having to do so detracts from his personal 
interest in the scheme, and the benefit consequent upon faithful and efficient 
service are not brought home to him in the same manner. Moreover there is 
an element of more or less uncertainty arising from the possibility that adverse 
business conditions might necessitate the curtailment of the appropriation 
usually made by the company. There is also, perhaps, a latent fear that the 
company for its own purposes might see fit to dispose of the services of em- 
ployees before reaching the pension age. Such an imputation may be unfair, 
but, without doubt, the thought exists to a greater or less extent, and exerts an 
influence in lessening the value of the prospective pension in the estimation of 
the employees. The advantages possessed by a system such as that in force 

1777—17 15 



226 RETIREMENT OF EMPLOYEES IN CLASSIFIED CIVIL SERVICE. 

on the Grand Trunk Railway over one that does not involve the payment of 
contributions by the members may be summarized as fellows : 

FROM THE MEMBERS' STANDPOINT. 

1. The fund is administered jointly by officers of the company and the mem- 
bers' representatives, thus preventing any criticism or charge of discrimination 
in the conduct of its affairs. 

2. The stability afforded by having funds invested for the benefit of the mem- 
bers and the consequent assurance that there is something tangible to look for- 
ward to in the event of a member reaching the pension age. 

3. Any member reaching the pension age can claim his pension and has the 
absolute right to claim the same without restriction for the remainder of his 
life. The amount of peusion payable is fixed by merit and term of service, is 
not dependent upon favor or infiuence, and partakes in no way of the nature of 
a gratuity. 

FROM THE COMBANY'S POINT OF VIEW. 

1. The expense is moderate and can be regularly met without diflflculty, no 
matter what adverse business conditions may prevail. 

2. The appreciation of employees for the assured benefits in prospect will make 
them take a deeper interest in the company's welfare and generally increase their 
efficiency. It is a practical application of the cooperative principle. 

3. If the company's interest demands the removal of an employee at any time 
after 10 years' service, he will be refunded the whole of the contributions and 
have some money to provide for his immediate necessities. 

A large majority of the members of the Grand Trunk Railway Superannuation 
Association prefer the present system, because they consider that they obtain 
value for the money paid, whereas under the other method the uncertainty of 
fruition more than offsets its apparent attractiveness. 

The question has been dealt with at some length, but it is hoped that the 
remarks may not be without interest, in view of the fact that the Grand Trunk 
pension system is probably the oldest organization of the kind among the rail- 
ways of this continent, and has been entirely successful in its operations. 

Frank Scott 
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Mr. Starr. What I have said thus far deals with the cost of a 
feasible plan of retirement. A more important feature, however, is 
the great gain in efficiency which is to be calculated as far in excess 
of any possible cost to the Government. Pertinent to the question as 
to the wisdom of some equitable plan of retirement which considers 
the employer as well as the employee, the view held and the action 
taken by many of the great business institutions of the country with 
reference to their own employees are instructive. The following letter 
and interroo^atories were sent to about 5,000 corporations throughout 
the United States and Canada in 1903 [reading] : 

United States Civil Service Retirement Association, 

Washingtonj D. C, November 4, 190S. 

Sir: Tlie executive committee of the lTnite<l States Civil Service Retirement 
Association is desirous of securing data relative to the many various plans in op- 
eration in the Unitrd States wliereby corporations ani other employers retire their 
superannuated employees on pensions. To the end that these data may be 
systematic and as complete as possible, the following questions have been pre- 
pared, in which, if it is not too much to ask, we request the courtesy of your 
answer. If you can volunteer any information on the general subject w^hich is 
not brought out by the following questions, we shall be glad to receive it. A 
stamped and addresse<l envelope is inclosetl herewith for your reply. 
Very respectfully, 

Jacob W. Starr, President. 
David D. Caldwell, Secretary. 

1. Has the corporation a system of retiring their employees by reason of 
length of service, disability, or otherwise? 

2. If you have, please state the manner of applying it. 

3. If you have none, have you such a scheme in contemplation? 

4. What amount of pension or retirement salary is paid? 

5. Is it paid wholly by the corporation? . 

6. If not, what part is paid by employer and what part by employee? 

7. Have the employees of your corporation a system of retirement or pension 
paid by themselves? 

8. If they have, please refer us to the president or the secretary of the 
organization. 

9. If you have a system, please state the reason for its adoption. 

10. Please state whether its application has proved beneficial or otherwise. 

11. Divesting it of its humanitarian principle, do you regard it and recom- 
mend it as a good business method? 

If there is not space enough on the blank for the answer, please use blank 
paper and number the answer same as the question. 

In 2,141 replies received from railroad companies, banks, and 
other representative corporations 70 show the adoption of some plan 
for retiring and providing for employees at old age, and express 
the opinion that silch is a wise business method; 431 show no such 
provision as yet made, though in many cases the matter has been 
under consideration and it is regarded as a good business method; 
the remaining replies show no such provision and no special con- 
sideration of the matter, and the great majority are noncommittal, 
while 164 answer the question negatively. 

The data secured did not in every instance disclose the date of the 
adoption of the system by those corporations which had put such a 
plant into effect, l3ut such as were furnished showed a. marked pro- 
gressive increase in number during the vears immedia,telv preceding 

1903. 

For example, the Grand Trunk Railway of Canada in 1 874. The 
next was by the Baltimore & Ohio Railroad Co. in 1889. The Penn- 
sylvania Railroad and the First National Bank of Chicago followed 
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ill 11)00, and the Pennsylvania lines west of Pittsburgh and the 
Illinois Central Railroad in 1901. Four — ^the Metropolitan Street 
Railway Co., of New York; the Delaware, Lackawanna & Western 
Railroad Co.; the Philadelphia & Reading Railway; and the Car- 
negie Relief Fund — followed in 1902 ; and six — the Canadian Pacific 
Railway, the Southern Pacific Co., the Houston East & West Texas 
Railway, the Oregon Railroad & Navigation Co., the Boston Elevated 
Railroad Co., and the First National Bank of Minneapolis, Minn. — 
followed in 1903. It is quite probable that if the data with respect 
to the other corporations were at hand it would be found that the 
dates of adoption would distribute themselves among the years in 
about the same proportion. 

It is significant and augurs well for the plan that upon this mere 
statistical examination it is found that it grows in favor rather than 
diminishes as it becomes known to and investigated by business insti- 
tutions. 

In this connection the remarks of M.Riebenack,of the Pennsylvania 
Railroad, are quite pertinent. Says he [reading] : 

The inquiries made in regard to the pension system of the Pennsylvania Rail- 
road Co. indicate that it is looked upon with much favor by the community at 
larj^e. Many railroads and industrial establishments have adopted pension 
plans outlined upcm a similar basis. The correspondence receiveil by the Penn- 
sylvania Railroad pension department indicates that inquiries in relation to its 
plan and operation have been made by no less than 58 railroads and transpor- 
tation companies. 19 mining and manufacturing industries, 10 insurance com- 
panies, 17 different branches of the United States, State and municipal govern- 
ments, as well as the governments of foreign countries. Also, that many 
inquiries have been made by individuals who give sucli subjects thouglit and 
study. 

It is pertinent to inquire what the general features of the plan are 
which are common to those adopted by the several corporations. 
They are quite similar in their general tenor and will aid in an undor- 
standihg of their scope to give a representative example. For this 
purpose the plan adopted by the Pennsylvania Railroad Co. has been 
chosen and is here set forth as follows [reading] : 

1. The pension department is a department created for the purpose of enforc- 
ing the actiim of tlie boards of directors requiring that all officers .jud employees 
of the several companies who have attained the age of 70 years shall be relieved 
from the service, and also such officers and employees, 6.^ to 69 years of age, 
inclusive, who sIuiU have been 30 or more years in the service of the several 
companies and shall have l)een physically disqualified, and for making payment 
to such employees of such pension allowances as may be authorized from time 

to time. 

The department shall, under the lu-esident of the IViinsylvania Uailnmd Co., 
be in charge of a board of officers to be appointed annually in tlio month of De- 
<-eniber by the resp^H-tive boards of directors to serve one year from the 1st day 
of January next succeeding an<l until their successors are appointed. 

TlU' l)o:iVd of officers shall, subject to the approval of the Ixnirds of directors, 
have i)ower: To make and enforce rules and regulations for the care and opera- 
tion of the department; to determine the eligibility of emi)loye«^s to receive 
l)ension allowances; to fix the amount of such allowances; and to prescribe the 
conditions under which such allowances may inure. 

They shall make rules for their government, not inconsistent with these regu- 
lations, elect their own chairman and secretary, and shall, from time to time, 
and whenever required, make report of their action to the boards of dire<'tors 
for their approval. 

3. Of the employees who are re<iuired by the organizations to give their en- 
tire time to the service of the companies, there shall be two classes wlio sl::iU be 
relieved from the .service, as follows : 
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{a) All officers and employees who shall have attaineil the age of 70 years. 

(6) All officers amV employees 65 to 69 years of age. inclusive, who shall have 
been 30 or more years in the service, and shall, in the opinion of the board of 
officers,' have become physically disqualified. 

In relieving employees, who shall have attained the age of 70 years, their re- 
tirement shall be made efifective from the first day of the calendar month fol- 
lowing that in which they shall have attained that age: in all other cases the 
date of retirement shall be from the first day of a calendar month to be de- 
termined by the board of officers. 

4. In case any employees 65 to 69 years of age, inclusive, 30 or more years in 
the ser\ice, claims that he is, or should his employing officer consider him, 
physically disqualified for further service, he may make applicaticm or l>e 
recommended for retirement on proper blank, and the board of officers shall 
decide whether or not he shall be relieved from the service. 

Physical examination by a board of three physicians, appointed by the chair- 
man of the board of officers, shall be made of employees recommended for re- 
tirement who are less than 70 years of age. 

5. In referring to the employees of the companies the expressions " service " 
and " in the service " will refer to employment upon or in connection with any 
of the railroads or works operated by the companies associated in the adminis- 
tration of either the Pennsylvania Railroad pension department or the pension 
department of the Pennsylvania lines west of Pittsburgh, and the service of 
any such employee shall be considered as continuous from the date from which 
he has been continuously employed ui>on or in connection with such railroads 
or works, whether prior or subsequent to their control or acquisition by that 
system. 

6. It shall be the duty of every employing officer to report at once, through 
the usual channels, to the board of officers, on proper blank, all employees vrho 
have attained or who will in January, 1900, attain the age of 70 years, and 
thereafter at least a month in advance of the date of their retirement, all em- 
ployees about to attain that age, for consideration for a pension allowance. 

7. The information required for a pension allowance shall be sent by the 
immediate employing officer to his superior officer, and by him forwarded to 
the proper executive officer in charge of the department in which the em- 
ployee may be, for his informaticai, and forwarded to the secretary of the boanl 
of officers. 

8. The pension allowance authorized by the boards of directors to be paid 
monthly are upon the following basis : 

For each year of service 1 per cent of the average regular monthly pay for 
the ten years preceding retirement. 

Whenever at any time it shall be, found that the basis of pension allowances 
shall create demands in excess of the sum of $390,000 i)er annum, which has 
been fixed by the boards of directors of the various companies associated in 
the administration of the pension department as the amount which will, in 
the aggregate, be expended for pension allowances, and as often as such con- 
dition may arise a new basis, ratably reducing the pension allowances, shall l>e 
established, bringing the expenditures within the limitation, and the decision 
of the board of directors in establishing such new basis shall be absolutely con- 
clusive without appeal. Notice of such new basis shall be given before the 
beginning of the year in whcih it may be decided to put the same into effect. 

9. In computing service it shall be reckoned from the date of entry in the 
service to the date when relieved, deducting of the actual time out of the 
service being then made and eliminating in the final result any fractional part 
of a month. 

When pension allowances shall be authorized pursuant to these regulations, 
he shall, unless and until revoked by the companies, be paid monthly, commenc- 
ing on the first day of a calendar month and terminating with the date of 
death. 

11. In payment of pension allowances, pay rolls showing the names of those 
to whom allowances have been made, and the amount of such allowances, 
shall be prepared at the close of each month by each employing officer, who 
shall certify as to their correctness, and forward same to his superior officer 
authorized to approve the same, who shall in turn send them to the board 
of officers for the approval of their chairman or secretary, and after the same 
have been approved for payment in usual manner by the accounting depart- 
ment, pay-roll checks for such allowances will be prepared and forwarded, 
together with the pay rolls, to the immediate employing officer, who shall 
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see that the pay-roll checks are delivered to the proper person, taking their 
receipt therefor. 

12. Each employing officer must keep himself advised of the whereabout of 
former employees who have been relieved from service, and promptly advise 
the secretary of the board of officers, through the usual channels, when any of 
them cease to be entitled to further pension allowances. Where they do not 
reside within the jurisdiction of the officer of the department in which they 
were engaged before being relieved from the service, such officer shall require 
affidavit to be made and forwarded to him by such former employee at least 
once a year and oftener as may be required, that he is entitled to a pension 
allowance. 

13. The creation of the pension department shall terminate the receipt by 
any beneficiary thereof of any money known as " company relief," or other 
gratuities heretofore given by the companies. 

14. No pension nliowance shall be paid to any person for a period during , 
which he may be receiving accident or sick benefits from the relief department. 

15. The acceptance of a pension allowance shall not debar such former 
employee from engaging in other business, but such a person can not reenter 
the service of the companies. 

Mr. Starr. The history of the adoption of this plan is briefly told 
in an address by Mr. Riebenack, assistant comptroller, Pennsylvania 
Railroad Co., before the Economic Club, February 10, 1903, as 
follows (reading) : 

A special committee on superannuation and pension fund was appointed by 
the advisory committee of the relief department. The committee examined 
into and reported upon the various systems of pensioning in operation on 
upward of 70 of the leading railways of Europe, America, Asia, Africa, and 
Australia. It prosecuted investigations along the line with a view of securing 
data which could be used in constructing a preliminary basis. This necessarily 
involved the responsible and arduous task of collecting, analyzing, and collating 
information for guidance in forming a plan suitable to the requirements of 
conditions prevailing in the United States. The information obtained from 
the. various sources, while edifying and of much interest, did not, however, 
enable the committee to reach any conclusion as to the best plan to be adopted, 
as the bases of all the plans were dependent upon contributions on the part of 
employees. 

The idea the Pennsylvania Railrood Co. had in view was on different lines, 
jMid contemplated the assumption by the company of all the expenses and pay- 
ments involved. It became necessary, therefore, to give the subject original 
thought, and work It out from that standpoint, rather than utilize any basis 
that existed ; the result being an exhaustive preparation of statistical Informa- 
lon, embodying results of such a scheme from many different bases, finally 
selecting one that would carry with It the assurance of success. Such a plan 
was submltterl, but It only embodied the care of superannuated employees, 
members of the relief fund, and the allowances were to be made from that 
fund. It was subsequently, however, thought advisable and more liberal to 
make general provision for all aged employees by the company assuming the 
obligation of providing them with pension allowances In additioii to what the 
relief fund could afford to grant to its members who might be retired by the 
company. Subsequently the characteristics inevitably allied to a question of 
such magnitude were narrowed down and crystallized Into a purely pension 
basis for all employees. 

The pension plan was put into effect January 1, 1900, and, as finally agreed 
upon by the board of directors, and approved by the stockholders, provides 
that the company Is to contribute all the money necessary for the payment 
of pension allowances, as well as the money necessary for the operation of the 
department, and that the maximum amount for pension allowances, under the 
present regulations, shall not exceed in any one year the sum of $390,000. 

While this well represents the general plan in effect, there are 
variations to be found among the several corporations with respect 
to the different features involved. These will be briefly noted, as 
follows : 
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As a general rule there is a provision for compulsory retirement 
at 70 3^ears of age, though where this age is specified there are occa- 
sional exceptions to its enforcement within the discretion of the 
company. In some instances, as in that of the Baltimore & Ohio 
Railroad Co., the age of retirement is fixed at 65; in that of the 
Carnegie Co. and the Boston Elevated Hallway Co. at 60, and in 
that of the Grand Trunk Railway of Canada at 55. In most cases 
where the age of retirement is fixed at 70, there may also be retire- 
ment betw^een the ages of 61 and 70, with the granting of a pension 
in case the employee has served 10 years, 20 years, 25 years, or 
30 years, such period varying with the dilfferent corporations. 

Among the railroad companies a number, as, for instance, the 
Illinois Central Railroad Co., the Southern Pacinc Co., the Oregon 
Railroad & Navigation Co., the Houston East & West Texas Railway, 
and the San Antonio & Aransas Pass Railway have adopted the 
provision for retiring a special class, as locomotive engineers and 
firemen, conductors, flagmen and brakemen, train baggagemen, yard- 
masters, switchmen, bridge foremen, section foremen, and roadmas- 
ters, at the age of 65 years. 

As a general rule chough, there are some important exceptions, a 
specified length of service is required as a condition precedent to the 
granting of a pension upon retirement. With the Canadian Pacific 
Railway, the Illinois Central Railroad Co., and the Baltimore & 
Ohio Railroad Co. this length of service is fixed at 10 years; with 
the Carnegie Co., the Boston Elevated Railway Co., and the First 
National Bank of Chicago it is fixed at 15 ^^ears. With the Southern 
Pacific Co., the Oregon Railroad & Navigation Co., the Houston 
Kast & West Texas Railway Co., and the San Antonio & Aransas 
Pass Railway it is fixed at 20 years. With the Delaware, Lacka- 
wanna & Western Railroad Co. it is fixed at 25 years. With the 
Philadelphia & Reading Railway and the Pennsylvania it is fixed 
at 80 years. 

Exceptions to this prerequisite are found in the plans of the fol- 
lowing companies: 

The Midvale Steel Company states upon this point as follows : 

When a servant of the company has hecon\e nicapacitated through accident 
or through aflvnncing years to earn his Hvins:, the company phices him on its 
retired list regardless of the period of the service to the company. 

\ provisior- of the Philadelphia & Reading Railway Co.'s plan 
is as follows [reading] : 

Any faithful employee of the company, irrespective of his age or length of 
service, who shall have I'eceived injuries in the performance of his duty which 
totally incapacitates him for his regular or other vocation, or who shall, through 
sickness, he^ome so incapacitated, may he awarded such sum as a pension for 
such a length of time as the president shall determine. 

A scmcwhat similar provision is incorporated in the plan of the 
Delaware, Lackawanna & Western Railroad Co. 

A further prerequisite w^ith some corporations is the contribution 
by the employee to the pension fund, as in the cases of the Grand 
Trunk Railway of Canada and the Baltimore & Ohio Railroad Co. 

Most of the corporations have adopted the same basis with respect 
to the amount of pension allowance, which is 1 per cent of the aver- 
age pay received for the 10 years preceding retirement, for each year 
of service. Thus, if an employee has been in the service for 40 years, 
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and his average salary or wages for the last 10. years was $75 per 
month, his pension allowance would be 40 per cent of $75, or $30^ per 
month. 

The provision of the First National Bank of Chicago is for one-fif- 
tieth of the salary at the date of superannuation for each year of 
service, with a maximum pension of thirty-five fiftieths of the salary. 
Provision is made, however, that this maximum shall not apply to 
the higher salaries, as, for instance, on a salary not exceeding $10,000 
it shall not exceed $4,000 ; on a salary exceeding $15,000 it shall not 
exceed $6,000. These pensions are also continued and paid to the 
widow, and to minor children until they reach the age of 18 years, 
under certain restrictions. The provision of the Grand Trunk Rail- 
way of Canada is for one-sixtieth of the salary at the date of super- 
annuation for each year during which the employee has contributed 
to the fund. 

The National Bank of St. Joseph, Mo., pays 50 per cent of the 
salary theretofore received, and the Midvale Steel Co. pays the 
largest salary the employee earned at any time during the period of 
service to the company. 

With some of the corporations there is a limit fixed as to the ag- 
gregate amount to be expended for pension allowances, as, for in- 
stance, the Pennsylvania Railroad Co. fixes the limit at $390,000 a 
year, and provides that when allowances shall create demands in 
excess of that sum a new basis shall be established, ratably reducing 
the pension allowances so as to bring their aggregate within the 
limitation. 

In most of the instances covered by the data at hand, the fund out 
of which the pension allowances are paid is provided solely by the 
respective company. An exception to this is found in the case of 
the Grand Trunk Railway of Canada, which requires a contribution 
of 2^ per cent of the salary of the employees, to which the company 
adds an equal amount each year. Another exception is that of the 
First National Bank of Chicago, which requires a contribution of 
3 per cent of the employees' salary. 

Among the corporations paying the entire cost of pensions are the 
following: The Canadian Pacific Railway Co; the Pennsylvania 
Railroad Co. ; the Pennsylvania lines west of Pittsburgh ; the New York 
Central & Hudson River Railroad Co. ; the Boston & Albany Railroad 
Co. ; the Baltimore & Ohio Railroad Co. ; the Illinois Central Rail- 
road Co. ; the Southern Pacific Co. ; the Delaware, Lackawanna & West- 
ern Railroad Co. ; the Philadelphia & Reading Railway Co. ; the Mid- 
vale Steel Co.; the Cumberland Valley Railroad Co.; the San An- 
tonio & Aransas Pass Railroad Co. ; the Champlain Transportation 
Co. ; the Metropolitan Street Railway Co. ; the Houston East & West 
Texas Railway Co.; the Oregon Railroad & Navigation Co.; the 
Boston Elevated Railway Co.; the Fourth Street National Bank, 
Philadelphia ; the First National Bank, Pittsburgh, Pa. ; Girard Na- 
tional Bank, Philadelphia ; the Bank of New York National Banking 
Association, New York, N. Y. ; the Merchants' National Bank, Balti- 
more, Md. ; and Old Dominion Steamship Co. 

Most of the plans incorporate provisions similar to the following : 

In computing service, leaves of absence, suspension, dismissal 
followed by reinstatement within one year, or temporary leave on 
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account of reduction of force are not to be* considered as breaks in 
the continuity of service. 

Pension allowance ceases upon the death of the beneficiary, though 
in some instances provision is made for the widow and for the chil- 
dren until the youngest becomes of a certain age. 

No assignment of the pension is permitted or recognized, and such 
pension is not subject to execution or other legal process. 

The acceptance of a pension does not debar the employee from 
engaging in other business, though in some instances such is only 
permitted upon the consent of the company. 

The establishment of the pension system gives no right of reten- 
tion in the service. Where an employee contributes to the pension 
fund, suitable provision is made for the return of the whole or a 
part of his contribution in case he severs his connection with the 
company or is relieved from service without fault on his part. 

An age limit is occasionally fixed at which employees may be 
taken into the service, though this is sometimes subject to exception 
in cases of those who are required to possess special qualifications. 

There are a number of corporations which have not adopted any 
specific plan for the retirement of their employees, but which, never- 
theless, do retire them for the same reasons that obtain in the other 
cases above noted, treating each case as it arises upon its merits. 
Among these may be mentioned: The Boston & Albany Eailroad 
Co. ; the Champlain Transportation Co. ; the New York Central & 
Hudson River Railroad Co.; the Cumberland Valley Railroad Co.; 
the Fourth Street National Bank, Philadelphia, Pa. ; the Southwark 
National Bank, Philadelphia, Pa.; the First National Bank, Pitts- 
burgh, Pa. ; the Girard National Bank, Philadelphia, Pa. ; the Bank 
of New York National Banking Association, New York, N. Y.; the 
Mechanics' National Bank, Baltimore, Md. ; the Western National 
Bank, Baltimore, Md.; and the Public Service Corporation of New 
Jersey. 

A few replies from some of these wuU illustrate their position. 
The Southwark National Bank says [reading] : 

We never discharge an employee for sickness or disabiUty. AVe continue him 
on the pay roll until we find there is no hope of jretting well enough to perforin 
the duties of his position, when we put him on half salary. 

The Fourth Street National Bank, of Philadelphia, says [reading] : 

A fund has been set aside by the bank, which will be augmented from time 
to time as may be considered expeilient, the proceeds of which will be used to 
pay such pensions to employees who are incapacitated for service, throufrh 
superannuation or otherwise, as the officers may determine. It is entirely 
gratuitous. A certain term of service is required before an employee will re- 
ceive benefits. The amount paid is optional with the bank, dependent upon 
the needs of the beneficiary. 

The Bank of New^ York National Banking Association says [read- 
ing] : 

The habit of our bank has been to retire employees on a pension when they 
reached their limit of useful work, thus relieving them of the strain of business 
and giving opportunity for promotion. 

The Girard National Bank says [reading] : 

In case of total disability, we retire clerks and porters on half pay, provided 
they have been in our service for many years ; no pension to anyone who has 
been with us less than 10 years. In cases where a larger salary has been paid, 
as a cashier or teller, only one-third salary Is paid on pension. 
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It is instructive to gather from the statements, imade by the corpo- 
rations directly to their employees, as well as in answer to ,the in- 
quiries above referred to, the reasons why they have been led to the 
adoption of some such plan. 

The president of the Canadian Pacific Railway Co., in an official 
statement, says [reading] : 

The company hopes by thus voluntarily establishing a system under which a 
continued income will be assured by those who, after years of continuous service, 
are by age or infirmity no longer fitted to perform their duties, and without 
which they might be left entirely without means of support, to build up among 
them a feeling of permanency in their employment and enlarged interest in the 
company's w^elfare and a desire to remain in and devote their best efforts and 
attention to his company's service. 

The Grand Trunk Railway Co. states [reading] : 

The Grand Trunk Railway superannuation system was inaugurated in the 
year 1874, for the purpose of making provision for the retirement of officers and 
employees who had served the company faithfully and efficiently for many 
years. It had been felt that many cases of extreme hardship has arisen from 
the necessity of dispensing with the services of employees whose only fault con- 
sisted in the fact that advancing years had undermined their usefulness, ren- 
dering it necessary to replace them by the employment of younger men. In 
many cases it had been found that no provision whatever for the future had 
been made by such retired employees. The company was then confronted with 
the alternative of allowing men to remain and work whose usefulness had 
been impaired or of dismissing them from the service without any means of 
support. Motives of common humanity as well as interest urged the formation 
of a pension system, and accordingly, in the year above stated, an act was 
passed incorporating the Grand Trunk Railway of Canada Superannuation and 
Provident Fund Association. 

The Southern Pacific Co., in its official statement in introductory 
to the rules and re;2:ulations goA^erning its pension department, says 
[reading] : 

Pursuant to the action taken by the board of directors of the Southern Pacific 
Co. in New York in respect to a system of pensions for the purpose of enabling 
employees of the company who have rendered it long and faithful service to 
retire when they have attained an asre necessitating relief from duty, etc. 

The Delaware, Lackawanna & Western Bailroad Co., in its official 
statement, says [reading] : 

The board of managers of the Delaware, I^ackawanna & AVestem Railroad 
Co., for the benefit of its faithful employees nnd for the benefit of the faithful 
employoos of the railroad coniiijmies operated by it (including all employees 
engaged in any capMCity in the operation of the railroad proper), hereby creates 
the following pension system, etc. 

Andrew Carnegie, in his letter settling $4,000,000 in trust for the 
Andrew Carnegie Belief Fund, states, among others, this object 
[reading] : 

To provide small pensions or aids to such employees as, after a long and 
creditable service, through exceptional circumstances, need such help in their 
old age, and who make a good use of it. 

The Illinois Central Bailroad Co., in its official statement, says 
[reading] : 

Pursuant to the action taken by the board of directors of the Illinois Central 
Railroad Co. * * * in regard to a system of pensions for the purpose of 
enabling employees of the company who have rendered it long and faithful 
service to retire w^hen they have attained an age necessitating a relief from 
duty, the following rules and regulations governing the organization of a pension 
department are hereby established. 
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Substantially the same as the last above statement is officially made 
by the Oregon Bailroad & Navigation Co. and the Houston East & 
West Texas Railway Co. 

The Philadelphia & Reading Railway Co., by official resolutions* 
states [reading] : 

Whereas it is the -policy of this company to make provision for its faithful 
employees who, through age, accident, or infirmity, may become unable to- 
earn their livelihood: Therefore 

Resolved, etc. 

The vice president of the Grand Rapids & Indiana Railway Co. 
and the auditor of the Cincinnati & Muskingum Valley Railroad Co. 
say [reading] : 

(a) To insure having only active and energetic employees in the regular 
service at all times. 

(6) To provide a uniform method, humanitarian in its character, of carry- 
ing superannuated employees. 

No doubt the best testimonial to the beneficence of some such plan, 
both with reference to the employee and to the employer, is to be 
found in the fact of the continuance of the same among great busi- 
ness corporations and its steady growth in favor. Some direct and 
specific evidence, however, is to be found in this data upon this point. 

Mr. M. Riebenack, in his address above referred to, after s])eaking 
of the evident benefit to the employee, spoke as follows with reference 
to the company [reading] : 

The compnny's benefits consist for the most part in the efficiency of the service 
naturally consequent upon the employment of younger and more robust men in 
the stead of those whose incapacitation has rendered their retirement beneficial 
to both themselves and the service; also in welding more firmly the mutual 
interests of employer and employee. 

The Grand Trunk Railway of Canada says [reading] : 

The practical results consequent upon the operation of the fund have been 
excellent. In many instances where employees dispensed with v^rould otherwise 
have been reduced to penury, they have been enabled to pass the remainder of 
their lives in comparative comfort. The knowledge that provision has been 
made to guard against poverty in old age has been an incentive for officers and 
employees to perform their duties in a satisfactory and efficient manner. They 
realize that unsatisfactory conduct may at any time entail the loss of a very 
valuable asset. 

It has been stated that the existence of a pension acts as a detriment to effi- 
cient service owing to the tendency on the part of an employee approaching the 
retirement age to become lax in the performance of his duty, in consequence of 
the knowledge that he will shortly be able to leave the service and draw a 
pension. The experience of this compamy has demonstrated that such reasoning 
is entirely fallacious. 

Mr. J. Kruttschnitt, assistant to the president Southern Pacific 
Co., states [reading] : 

The pension system of this company has been in eftect since January 1. 1903, 
and has certainly proven very beneficial to the recipients of the fund, providing, 
as it does, for the compulsory retirement of employees only at an age when the 
great majority have passed the age when it is impossible for them to earn a 
livelihood, and for those employees between 61 and 70 years of age whose 
physical disabilities preclude the possibility of their remaining in active service. 

The Illinois Central Railroad Co. states that the plan has proven 
beneficial. 

The Delaware, Lackawanna & Western Railroad Co. states that the 
plan has been decidedly beneficial. 
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All other corporations reporting the system in effect, excepting 
those where the adoption has been so recent as to be merely experi- 
mental, report briefly that its operation has been beneficial. 

Mr. James B. Forgan, president of the First National Bank of 
Chicago, on the subject, says [reading] : 

On the question of the advisability of pensioning banls clerks, I think, 
both from a business and from a humanitarian standpoint, there can be no 
doubt. The employees of banks have to keep up a respectable style of life, and, 
as a rule, the salaries given them are not more than enough to enable them to 
do so. They have no opportunity of saving much money out of their salaries, 
and when they see others accumulating wealth there is a strong temptation to 
them to go out into outside matters with a view of making some money, so that 
they may have some assurance of independence when old age creeps on and 
they become incapacitated for their ordinary duties. The system of pensioning 
employees is a means of protection to the bank against its employees yielding to 
this very natural temptation. If a bank employee gets a good salary and gets 
reasonable assurance that he will be reasonably or sufficiently provided for to 
keep the wolf from the door in the event of the breaking down of his health or 
when he becomes too old in the service to be of any use, he will work for the 
institution in a better state of mind, being at once relieved of the anxiety in 
connection with the uncertanty of the future and of the temptation to specu- 
late. Thus it has worked with us, and I know from personal contact with the 
men in this bank that such is their attitude toward it. Besides this, it ties good 
employees to the bank and gives them a more lively interest in the institution. 

What has been said above regarding the natural inference to be 
drawn from the continued maintenance of the pension system by 
business corporations is equally applicable to this inquiry. It could 
hardly be presumed that business institutions would continue in 
effect such a system for a considerable length of time unless it were 
regarded a good business method. 

Direct inquiry, however, was made whether, divesting it of its 
humanitarian principle, it is regarded as a good business method. 
Each and every one of the companies and institutions having such 
a system, and which replied to this question, answered it in the 
affirmative, and 431 others which have no such plan in operation 
answered it in the same manner. 

Railroads (steam, electric, etc.) having regular pension systems: 
Canadian Pacific Railway Co.; Illinois Central Railroad Co.; Dela- 
ware, Lackawanna & Western Railroad Co. ; Grand Trunk Railway; 
of Canada; Southern Pacific Co.; Baltimore & Ohio Railroad Co.: 
Philadelphia & Reading Railway Co.; the Pennsylvania Co.; 
the Pennsylvania Railroad Co.; the Philadelphia, Baltimore &. 
Washington Railroad Co.; the Northern Central Railway Co.; 
the West Jersey & Sea Shore Railroad Co.; the Philadelphia & 
Camden Ferry Co. ; the Pittsburgh, Cincinnati, Chicago & St. Louis 
Railway Co.; the Pennsylvania lines west of Pittsburgh; Grand 
Rapids & Indiana Railway Co.; Terre Haute & Logansport Rail- 
way Co. ; the Cincinnati & Muskingum Valley Railroad Co. ; Waynes- 
burg & Washington Railroad Co.; the Cincinnati, Lebanon & North- 
em Railway Co. ; the Wheeling Terminal Railway Co.; San Antonio 
& Aransas Pass Railway ; the Houston East & West Texas Railway 
Co. ; the St. Louis Transit Co. ; Boston Elevated Railway Co. ; Met- 
ropolitan Street Railway Co. of New York City; Denver City 
Tramway Co. 

Miscellaneous corporations having regular pension systems: The 
Atlantic Refining Co., Andrew Carnegie Relief Fund, Carnegie 
Steel Co., Carnegie Natural Gas Co., Pittsburgh Limestone Co. 
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(Ltd.), H. C. Frick Coke Co., Oliver Iron Mining Co., Regent Iron 
Co., Lkke Superior Iron Co., Bessemer & Lake Erie Railroad Co.,. 
Union Railroad Co., Pittsburgh Steamship Co., Pittsburgh & Con- 
neaut Dock Co., Union Supply Co., Mingo Coal Co., Midvale Steel 
Co., An?erican Express Co., the Proctor & Gamble Co., Mutual Life 
Insurance Co. of New York, and the Union Mutual Life Insurance 
Co^ of Portland, Me. 

•Steamship companies having regular retirement or pension sys- 
tems: The Oceanic Steam Navigation Co. (Ltd.), No. 30 James 
Street, Liverpool, England, and the Old Dominion Steamship Co., 
New York, N. Y. The Clyde Steamship Co. allows pensions, but 
has no regular system, treating each case as it arises upon its indi- 
vidual merits. 

The following-named banks have regular pension systems: 

The First National Bank of Chicago, James B. Forgan, president; 
Girard National Bank of Philadelphia, F. B. Reeves, president; 
the Fourth National Bank of Philadelphia, R. H. Rushton, presi- 
dent; National Bank of Western Pennsylvania, Pittsburgh, Pa., 
Charles McKnight, president; and the National Bank of St. Joseph, 
Mo., Lewis C. Burnes, president. 

The First National Bank of Minneapolis, Minn., issues a gratuity 
every year to its employees. This annuity is deposited and left on 
deposit to the credit of the employee and is given to him after a 
certain number of years or when his connection with the bank is 
severed. It is practically a pension. (Reading :) 

Railroads : 

AUowing pensions and having regular pension systems 16 

Allowing pensions in accordance with merits of individual cases 5 

Not allowing pensions, but answering query No. 11 in the affirmative- 26 

Answering query No. 11 in the negative 6 

Either not answering or answering query No. 11 in a noncommittal 

way 172 

Total 225 

Banks : 

With regular pension plans 6 

Allowing pensions, but having no regular plans 28 

Not allowing pensions, but answering query No. 11 in the affirmative. 381 

Answering query No. 11 in the negative 129 

Not replying to or giving noncommital answers to query No. 11 1, 164 

Total 1, 708 

Steamship Hues: 

With regular systems of retirement 2 

Having no regular system, but retiring according to the merits of 

cases 1 

Replying in the affirmative to query No. 11 2 

Giving noncommittal replies not answering query No. 11 25 

Total 30 

Miscellaneous corporations : 

Having regular pension systems 6 

Having no regular systems, but allowing pensions 6 

Having no pension systems, but answering query No. 11 affirmatively. 22 

Answering query No. 11 in the negative 9 

Not answering or answering query No. 11 in a noncommittal manner. 135 

Total 178 
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These facts are interesting and significant in their bearing upon 
the recently much-discussed question of superannuation in the civil 
service. They relate altogether to representative business concerns 
the conduct of whose enterprises must be conceded to be based upon 
sound business principles. 

The organizations, in the adoption of methods of retirement for 
their employees, surely have not been influenced wholly by humani- 
tarian principles or their employees' welfare alone. They would 
naturally conclude that fair treatment would tend in a great measure 
to insure good service ; they could not but realize that the best service 
might reasonably be expected from him who takes the most interest 
in his employment ; and his interest must be greatlv increased if he 
may be enabled to look forward to the time when, alter years of hard 
and faithful service, he may retire and still be allowed such a portion 
of his former pay as will in some degree provide for his necessities ; 
for then, free from anxiety^ he will much more earnestly devote his 
time to his duties. 

These corporations have undoubtedly adopted such measures as 
would be most likely to yield the best results. They have found 
that, however faithful, the time is sure to come when an employee, 
because of age, becomes less useful, less able to perform so much 
or such hard service as formerly, and they have also found that by 
retiring him and providing a modest living for him in his declining 
years in recognition of and as a reward for his usefulness in the past, 
they procure in his stead a younger man, who, aware of the fair and 
liberal treatment accorded to his predecessor, will enter upon his 
work earnestly and faithfully, looking forward with confidence 
that for equally efficient service he may reap a like reward, convinc- 
ing the employer more and more that the retirement scheme is a wise 
one, founded upon the best principles. 

Do not these same corporations, by their adoption of methods for 
retiring their superannuated employees, wisely show a disposition 
to discover those best qualified for their service and use their best 
eflforts to retain them during the period of their greatest usefulness, 
and, until deserving of rest and quiet, with which they are humanely 
provided ? 

If these numerous corporations, frequently referred to as soulless, 
find, as so many of them have unhesitatingly averred, that their 
retirement schemes have proved "good business propositions," can 
it be doubted that such schemes will prove of great value to this 
great Government of ours, to the conduct of whose affairs surely the 
very best business principles should be applied ? 

The enactment of the civil-service law was surely the result of an 
effort of our lawmakers to legislate for the betterment of the public 
service, and it can not be doubted that the service has been greatly 
benefited by the elimination, to some extent at least, of the element 
of uncertainty that prevailed prior to the passage of the law of 1883. 
With the greater certainty of retention now afforded, employees can 
apply themselves more earnestly to the work assigned them and in 
time become experts in their lines and of great value to the Govern- 
ment. 

Undoubtedly the purely selfish motive must be presumed to be 
dominant in the action of a business corporation. It is apparent, 
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however, that in the solution of the problem as it has been presented 
to these corporations, they have not overlooked the broader ground 
of humanitarian principles. So far as the civil service is concerned, 
it is of no special consequence whether the one or the other motive 
has been the more dominant. Either the interest of the employer or 
of the employed and certainly their joint common interest will be 
ample justificalion for the solution arrived at. 

(During the reading of the foregoing statement the following 
occurred : ) 

The Charman. Capt. Starr, have you got a written statement all 
the way through 

Mr. Starr. Yes, sir. 

The Chairman. Suppose you put that in the record and then let 
us talk to you about it. I had rather talk to you about it and I can 
get more information that way, and we can read it in the record just 
the same. 

You are in what department? 

Mr. Starr. The War Department. 

The Chairman. And how long have you been up there? 

Mr. Starr. Forty years. 

The Chairman. What is your age now ? 

Mr. Starr. Seventy-seven and one-half. 

The Chairman. You are still on the active list ? 

Mr. Starr. Yes. 

The Chairman. And doing good work, I imagine. Are you in 
favor of the Government bearing the entire expense, or do you think 
the employees should contribute? What is your judgment about it? 

Mr. Starr. My judgment about this matter is that we will have to 
accept what Congress gives us. 

The Chairman. I understand that ; but what are your views about 
it, regardless of that? 

Mr. Starr. My judgment is that it is best for the employees to 
have a contributory plan and that it is best for the Government to 
have a straight pension. That may sound a little paradoxical, but 
it is true. 

The Chairman. Just in your own words, why is that true? 

Mr. Starr. It is set up in a great measure in this statement. 

The Chairman. Give us an epitome of that. 

Mr. Starr. Mr. Riebenack, of the Pennsylvania Railroad, who 
established their retirement system and traveled over Europe, Asia, 
and Africa, and everywhere else a man could get information, said 
that their office came to the conclusion that it was best for the Penn- 
sylvania Railroad to pay all the expense, and he gave a good many 
reasons, but among others was this one, that it gave them full con- 
trol of it; that if they permitted the employees to contribute, that 
they had a vested right in the fund, and if they were dissatisfied they 
could go into the courts and make them a great many troublesome 
lawsuits. That was his statement, and that, I think, is really the crux 
of the situation. He gave several other reasons, humanitarian, etc., 
but the principal reason was that they desired to control it them- 
selves, and I think the Government should control it. 

Senator Kirby. That reason would not obtain with any degree of 
strength in the Government. 

Mr. Starr. It would not. 
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Senator Kirbf. It would not,' because the Government could not 
use this money. 

Mr. Starr. But you will find that the majority of those who have 
retirement systems pay for it all; that is, the large railroads and 
large corporations, which are set out here. I have grouped banks 
and railroads and separate organizations. 

The Chairman. Those who now have retirement plans? 

Mr. Starr. Those who now have retirement plans. 

The Chairman. You have those set out in that statement ? 

Mr. Starr. Yes, sir. 

The Chairman. Let me ask you another thing : What age do you 
think we ought to adopt ? 

Mr. Starr. I think it should be 70 years. 

The Chairman. Do you think it ought to be optional with the em- 
ployee or with the Government? What do you think about that? 

Mr. Starr. With the Government. I think, to make it of the 
greatest benefit, that it should be fixed at 70, and I find that a great 
many Congressmen and Senators think that they ought to retain 
men in service after that time, because they are valuable for the knowl- 
edge thiey have, if not for the physical work they can perform. I 
believe that is true, because I could name you several of them. 

The Chairman. I think Gen. McCain said several of his very best 
men were men who were over 70 years of age. 

Mr. Starr. Yes, sir. 

The Chairman. Then he had a great many others who were not 
competent to do the work at all because of physical disability. 

Mr. Starr. Yes; there is no doubt about that. 

Senator Kirby. The lowest period of service contemplated in this 
scheme would be 10 years of continuous service before a man could 
enjoy the benefit of it ? 

Mr. Starr. Yes, sir. 

The Chairman. What do you estimate the cost to be of your retire- 
ment plan? 

Mr. Starr. The estimated cost will not be 5 per cent. The Grand 
Trunk Railway of Canada, which gives a lengthy statement here, 
and which has the oldest system on this continent — — 

The Chairman (interposing) . You have that set out here ? 

Mr. Starr. I have that set out here. (Continuing) — shows that 
they tax the employees 2^ per cent and the company adds as much 
jnore to the fund. 

The Chairman. Making it 5 per cent? 

Mr. Starr. Making it 5 per cent. Then they appoint members 
from the employees and from the company, and they handle the 
money. We, finding that out in our investigations, sent there and 
asked them to give us the results of their experience. They then had 
it in force for 28 years, and I inclose a detail here showing exactly the 
situation year by year as it has worked out, the amount that came in 
^ and the amount which went out, and the men who died, and at the 
end of 28 years they have a surplus on the 5 per cent basis of more 
than five times the whole cost for that period. 

The Chairman. Is it a fixed age for retirement in their system? 

Mr. Starr. Yes, sir. It is 55 years of age. There is an earlier 
age, too. 

1777—17 16 
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The Chairman. How does that compare with other countries? 
Have you got the cost in other countries? For instance, some gen- 
tlemen stated here the other day that possibly in Great Britain the 
cost of it was between 20 and 25 per cent after the system had been 
in vogue for 25 years. How is that? 

Mr. Starr. I think he is wrong about that, and I have brought 
here with me a message of the President of the United States to 
Congress on retirement in the classified civil service of super- 
annuated civil-service employees, dated May 6, 1912. 

The Chairman. That was Mr. Taft. 

Mr. Starr. That was Mr. Taft. That sets out all of these things. 

The Chairman. I remember that. 

Mr. Starr. It gives it to you in detail. 

Senator Kirby. Do you refer to that in your statement? 

Mr. Starr. No ; I have not done so. 

The Chairman. You had better refer to the document. It is 
printed, and we have access to it, but just give it to the stenographer, 
so he can get the title of it. 

I do not remember right now without looking at it — did he set 
out the cost of foreign governments? 

Mr. Starr. Yes. They have it there in various forms. I think 
every form that could possibly be asked for is set out there. It is 
quite a long document, so that you can get that information right 
from that report. 

Now, there is another report that was made before the Committee 
of the House on Reform in the Civil Service, March 10, 11, 13, 20, 
21, and April 13, 1908. It has a great deal of information that I 
think will be perhaps new to you gentlemen ; some of you, at least. 

Senator Kirby. Do those two reports or not tend to show that 
your statement relative to the low cost at 7 per cent flat is feasible 
and practicable? 

Mr. Starr. They show that it is feasible and practicable and will 
create a surplus at 5 per, cent. 

Senator Kirby. That is what I wanted to get at. 

The Chairman. There is a very great difference between what the 
cost is in 15 years and the cost in 10 and 20 years. What do you 
figure the cost in 25 years, for instance, will be? 

Mr. Starr. Well, I have riot figured that for myself. I have not 
made figures or presented any figures to you, except those that are 
made by the five or six leading actuaries of the United States. For 
instance, when we found that we could not get the information we 
desired, we canvassed this District, believing that the salary here 
was higher than it was anywhere else, which proved to be the case, 
and we got 15,000 cards. We had those tabulated, and while we 
about used up our funds, etc., and were con^dering ways and means 
to employ an actuary, Mr. George W. Perkins, of New York, sent 
word to us that the actuaries of the New York Life would make the 
actuarial figures for us, and Messrs. Hunter and Grow, of New York, 
made the first figures, and Mr. Arthur Grow is now called in by the 
Secretary of the Treasury to make the figures for this insurance of 
soldiers and sailors. Mr. A. M. Grow is engaged on another com- 
mission for the Government doing like work, and they are the first 
men who made figures, and they are here and we could easily get 
them. 
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The next man we called in was Mr. Walter C. Wright, of Boston, 
who, with Mr. Elijah Wright, were the great men who made the cal- 
culations for the Mutual Benefit Life Insurance Co., of New York, 
the New York Life, the Massachusetts Mutual, the Connecticut Mu- 
tual, and other mutuals, and all of these other companies. Mr. 
Walter C. Wright, the son of Elijah Wright, was with his father in 
the business, and is still in the business in Boston, and I have given 
you his statement. His statement to us was that 5 per cent would 
prove ample to retire all of our people on a 50 per cent basis of salary. 

Senator Kirby. Does that contemplate that there shall be a con- 
tinuous payment of the 5 per cent up until the time of retirement, 
and that it must be more than 10 years? 

Mr., Starr. No; it does not say it must be more than 10 years. 

Senator Kirby. But a person, unless he has been in the service for 
10 years or more, is not entitled to the benefits? 

Mr. Starr. That is it. 

Senator Kirby. Does the 5 per cent contemplate that each man 
who is a possible beneficiary shall pay that for a certain number of 
years — ^more than 10, anyway ? 

Mr. Starr. No ; you can retire from disability. 

Senator Kirby. I understand that he can retire from disability. 
You mean, then, that it would be just an insurance and an annuity 
i)rovided at any time, if he should be disabled next year? 

Mr. Starr. Yes, sir. The report of Mr. Wright stated that 5 per 
cent would be ample and would create a surplus. Subsequently we 
submitted figures on a. plan to Mr. Dawson, of New York. Mr. 
Dawson took a great interest in it and made a report to us, saying 
there would be a surplus, and he took that surplus and said that on 
5 per cent deduction, on a 5 per cent basis, they could not only retire 
on a 50 per cent pay, but create a death benefit of $900 and a sick 
benefit of $6 per week. 

Senator Kirby. Is that all figured on an estimated membership of 
15,000, or how ? 

Mr. Starr. Yes, sir. 

Senator Kirby. That is what he figured it on ? 

Mr. Starr. Yes, sir. 

Senator Kirby. Does your plan contemplate, or your idea of it, 
what the Government should do, and contemplate that there ought to 
be this sort of relief provided for all employees in all departments of 
the Government service? 

Mr. Starr. Yes, sir. We had these figures made for the whole of 
the departments, but we had no available statistics to know what we 
should develop. Since then we have. 

The Chairman. Take those, for instance, like the charwomen, who 
work two or three hours a day cleaning up the offices- Would that 
include them, and is it your purpose to include them ? 

Mr. Starr. No. We only included those in the classified service 
that the Civil Service Commission gives us. 

The Chairman. Are not they under the classified service? 

Mr. Starr. They are unclassified. 

The Chairman. It is only those in the classified service? 

Mr. Starr. We only took up the classified service. They are in the 
civil service, but not m the classified service. 
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Senator Kirby. I assume that when you finish your statement, that 
you make suggestions or recommendations as to what would be the 
best method and what the Government ought to do, do you ? 

Mr. Starr. No. I make recommendations that you should call the 
men who have the greatest actuarial experience in the United States 
before you — Mr. Arthur Hunter and Mr. A. R. Grow. Mr. Hunter 
is still in the city here. Mr. Wright is in Boston, and Prof. Moore, 
of New York, a consulting actuary ; Mr. J. Howard Gore, of the city 
of Washington, a retired man under the Carnegie plan, who is pro- 
fessor in George Washington University, and wno is consulting 
actuary of various life insurance companies of New York, and the 
gentleman whom the United States sent to Berlin at the international 
convention there about five years before the war began, so that his 
reputation is beyond cavil; we submitted to him these figures, and 
he said 5 per cent would be ample, and the machinery would prove 
all right and successful, and he recommended on a 5 per cent basis 
that we add another clause stating that it would either increase the 
benefits or reduce the contributions after five years. 

The Chairman. Do you think the employees would be willing to 
stand a 2| per cent assessment? 

Mr. Starr. I think they would. 

Senator Kirby. Is it your idea that it should be a voluntary cooper- 
ative proposition, or a compulsory proposition, on the part of the 
Government ? 

Mr. Starr. It should be compulsory. 

The Chairman. In other words, it would be i*educing their salaries 
21 per cent in order to provide in part for this fund? 

Mr. Starr. Yes, sir. I think so for several reasons. I have heard 
perhaps more of these tales of sorrow and anguish and pain from the 
people in the District than any other man in it, having been for seven 
years president. They called on me, and I found them on their steps 
and in the houses, and I found them there before breakfast, all hoping 
that this act would be enacted. 

Senator Kirby. People are improvident as a rule. 

Mr. Starr. I do not agree with you. 

Senator Kirby. I do not mean your people more than any others, 
but people generally, and they do not save against the time that they 
will need the money, and if you take it away from them when they 
do not miss it and hold it for them, I think the idea is right and good, 
and I think that is the best thing to do. I do not mean that any one 
class of employees is any more improvident than another, but people 
as a rule are improvident. 
, Mr. Starr. There is no doubt about that. 

Senator Kirby. And your theory is— what I was trying to get at 
is whether it should be a compulsory proposition and deduct 5 per 
cent from all in the classified service of a certain salary for this fund, 
or whether it should only require them to pay 2^ per cent, and the 
Government should pay the other 2^. 

Mr. Starr. I think that it should be divided. 

Senator Kirby. Sort of cooperative? 

Mr. Starr. You see, the Government is going to get a far greater 
benefit than the employees will. 

Senator Kirby. And better service, too. 

Mr. Starr. I have set it out pretty full in my statement. 
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Senator Kerby. That is what I was trying to get at. 

Mr. Starr. It is also stated by a dozen or more of the gi'eat rail- 
roads, banks, and corporations, and it is all set out in this statement, 
what their benefits are. To sum it up, 18 of the railroads in the 
United States pay out $400,000,000 in salaries and wages, and they 
have determined that by reason of these retirement systems that they 
increase the efficiency of the force 10 per cent, and therefore save 
$40,000,000 a year. If they can do this, the Government can do, it. 
There is no doubt about it. 

With reference to that 5 per cent question again, I have told you 
what the Grand Trunk Railway has done on 5 per cent, and it has 
got a surplus five times as great at the end of 28 years as all the cost 
in every way has been. 

The Chairman. They have had it in vogue 28 years? 

Mr. Starr. Yes, sir; and Mr. Frank Scott, the treasurer of that 
road, told us he would appear before your committee. 

The Chairman. We would like to have, above all other things, the 
exact cost as near as possible of a system of this kind. 

Mr. Starr. Gen. Ainsworth figured the cost to the Army and 
Navy, with his 45 years' experience, and he made a detailed showing 
of what his findings were. I will just give it to you in a few figures, 
so as not to take up your time : 

Retired at 64 on three-fourths pay would not receive 10.19 per 
cent. 

Retired at 64 on one-half pay would not receive 7.75 per cent. 

Retired at 70 on three-fourths pay would not exceed 5.25 per 
cent. 

Retired at 70 on one-half pay would not exceed 3.5 per cent. 

The Chairman. I think he is wrong about that. 

Mr. Starr. That was 45 years' experience in the Army. 

The Chairman. The General was a very able man, but I think 
he is wrong about that. I think your figure of 5 per cent is nearer 
right. 

Mr. Starr. This is taken from the actual records of the War 
Department. 

The Chairman. I wish you would pass that over. 

Mr. Starr. I will. I will leave this with you. 

The Chairman. Turn over to the stenographer your statement. 
We will be very glad to have it put into the record complete. 

Mr. Starr. Here is the pamphlet that I will leave with you. 

Senator Kirby. Is there anything especially important that you 
would call attention to in this pamphlet? You would not want him 
to print that whole pamphlet. 

Mr. Starr. I just want to refer to that. There is another thing 
about the matter, that I think that the figures presented by these 
people are too high, and I think the proposition made to you about 
a new commission and bringing in new actuaries when you have six 
of the ablest in the United States to give you figures, it is unneces- 
sary, and that everyone of those things brings delays, and it is send- 
ing old men and old women in pain and anguish to their graves, 
and the earliest we can get this considered the better it will be. 

Senator Kirby. In these statements of these actuaries have you 
received a sufficient number of these statements of the actuaries 
and referred to them in such a way that it would not be necessary 
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to have the actuaries, or do you prefer that we have these actuaries 
here? 

Mr. Starr. I have given you the statements and you, of course, 
will use your judgment on them. They are the ablest in the country, 
and they are their figures. 

The Chairman. All right. We are very much obliged to you. Mr. 
Cornelius Ford, the Public Printer, will next be heard. 

We would like to have your views on this subject of retirement, 
Mr. Ford. 

STATEMENT OF ME. CORNELinS FOBD, FTTBIIG FBHTTEB, 

WASHDTOTON, D. C. 

Mr. Ford. The subject came up to me, I might say, this morning, 
and rather took me off of my feet. I had in mind since I have been 
at the head of the Printing Office this question, for the reason that 
I found there exists the same conditions. We have a number of help 
who are valueless as far as output is concerned. 

The Chairman. What is the total number of employees in the 
Public Printing Establishment, and then what is the number of 
the valueless ones? 

Mr. Ford. We have now around 4,700 on the rolls. Without having 
before me the ages, I should judge that we have somewhere in the 
neighborhood of 400 to 500 that are of an age that their earning 
capacity 

The Chairman (interposing). About 10 per cent? 

Mr. Ford. I should say about 10 per cent. They have got to be 
kept at work. As far as their product is concerned, it does not amount 
to anything. It places a burden on others to make up. - Take the age 
from 65 — we have them from 65 on up. I think we have got one 
there at 80. It is reasonable to suppose that people at that age are 
incapable of doing a line of work which in a manufacturing estab- 
lishment is producing something. In our mechanical divisions, where 
men work in the service for 25, 30, or 35 years and have reached an 
age of 68 and 70, we try to arrange it so that the work given them 
they can do. In outside establishments the same class of work is 
done, you might say, by boys or young men. 

The Chairman. What is your view about it? Do you think that 
the retirement plan is the best way to remedy that? 

Mr. Ford. I can not see any other remedy but a retirement, taking 
into consideration, of course, the service that has been given the Gov- 
ernment by good, conscientious employees. 

The Chairman. Have you ever gone into the question of cost ? 

Mr. Ford. No. I have not gone into that. 

The Chairman. Do you think it ought to be borne entirely by the 
Government or entirely by the employees ? 

Mr. Ford. I think it ought to be entirely borne by the Government. 

The* Chairman. What are your reasons for that, Mr. Ford? 

Mr. Ford. I do not see why a man should pay in some money and 
practically start a savings account to take care of himself, as he 
would have to do. I figure out that to pro rate it, for a man to pay 
a share of the retirement proposition, we will say take a certain per- 
centage of a man's pay per month, or per week, or whatever the time 
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may be, until he becomes of a retiring age, that it is practically saving 
all his monej. It is his own money. 

Senator Kikbt. Is it not a fact that he ought to be required to save 
his own money, at least to that extent, if he is getting fairly good 
wages all of his life from the Government, or that when he is getting 
to be too old to do the service that lie ought to do to take care of 
himself? In other words, that the Government pays him a reasonable 
compensation for 30 years of his active life, then why should the 
Government be under any obligation thereafter to pay him for work 
that he can not do ? That is the other side of it now. 

Mr. Ford. It mi^ht be, Senator, that a man in his lifetime, some 
may be able to do it and others may have such conditions surround- 
ing them that they never can save. They never get even a cent out 
of their salary or wages, and it is a peculiar proposition. It is pecul- 
iar in this way: A man gets a certain amount per week, day, or 
whatever it may be, as long as he works. He can not get beyond 
that. It is human nature to live up to what we earn, and it is a 
sort of from day-to-day or hand-to-mouth proposition. It might 
bring hardship upon a man if a certain percentage of his salary were 
taken off. He might have sickness or some other misfortune that 
practically keeps him in debt ; but he is a man struggling along, and 
he can never get ahead, and then at the end of a period or at a retire- 
ment period, if it was in vogue, the Government, I think, should 
take care of him, if he has been a good servant for 30 years, or what- 
ever the term might be. I think he deserves that. I never was in 
favor of a retirement where a man had to pay a portion of it himself. 

Senator Kirby. I was just arguing both sides of it. You see, out 
of official life, a man who works for 30 years at $50 a month; the 
average pay is not as large as it is in this Government business, and 
the man either keeps that or goes ahead and spends it. I know when 
I did not make $50 a month practicing law, and nobody was guar- 
anteeing that to me, and I got what I could get, and got along with 
it, and if your man, getting $100 or $125 a month all his life, hp is 
getting much more than the average man on the outside is getting 

f;uaranteed to him, and there is no reason why, if he gets that salary 
or 30 years, that the Government should take care of him thereafter. 
The Government might fire him, just as my people would throw me 
out of the Senatorship. It struck me that it might be, if we had a 
cooperative plan, if the man paid one-half and tne Government the 
other, the man would give better service, and the 2^ per cent would 
be just a guaranty against improvidence on the part or the employee. 
We are afl liable to be improvident — all of us. 

Mr. Ford. That is my idea about it. I just wanted to express my 
opinion with reference to it. 

The Chairman. Your views are somewhat similar to those who 
believe in old-age pensions, are they not ? 

Mr. Ford. Yes. I have had considerable experience in trade-imion 
matters, and have been more or less thrown up against this proposi- 
tion, and I might not have given it the study that I should ; but in my 
experience I find that it is practically the universal sentiment that 
where a retirement or old-age pension system is spoken of, that the 
expense should be borne entirely by those who do the pensioning, 
whether it be the Government or whether it be a private individual. 
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The Chairman. What do you think about old-age pensions? 

Mr. Ford. I think we ought to have them. I think the Govern- 
ment ought to take it up. 

The Chairman. I believe you said you never had looked into the 
cost of this system? 

Mr. Ford. No. I have not looked into that. I expected, when 
I foimd out that this committee was holding sessions, that I would 
go back and go into the matter and prepare a statement giving some 
data along the lines that your question suggests. 

The Chairman. You are very thorougMy in favor of relief along 
this line? 

Mr. Ford. There is no question about that. It is one of the 
things I am up against in the Printing Office. I desire to get help 
who can produce. I can not discharge. 

The Chairman. Have you got any men over 70 who are doing 
work? 

Mr. Ford. Well, I think I can make the statement no, without 
going into detail. 

The Chairman. A great deal of your work is mechanical, and of 
course it takes physical ability to do the mechanical work. 

Mr. Ford. Three-fourths or more of my force are mechanical em- 
ployees. 

The Chairman. Is there anything else you wish to say, Mr. Ford ? 

Mr. Ford. No, sir. 

The Chairman. The committee will hear Hon. Edward Keat- 
ing now. 

STATEMENT OF HON. EBWABD KEATING, BEPBESENTATIVE IN 
CONGBESS FROM THE STATE OF COLOBADO. 

Eepresentative Keating. These gentlemen have covered the sub- 
ject so thoroughly I think you will agree with me that I should not 
say very much. The Federal employees are to be congratulated 
upon the character of their representatives. I am very much inter- 
ested in the subject of retirement. I think the Government should 
have a general retirement law. I do not think there is any differ- 
ence of opinion on that point among men who have gone into the 
subject at all. 

You gentlemen will find that most of the forward-looking cor- 
porations of this country have provided retirement systems for 
their employees. 

The Chairman. Do you recall whether the United States Steel 
Corporation has? 

Representative Keating. I do not recall. 

Mr. Jordan. It has. 

Representative Keating. You will find that most of them have. 
They have originated such systems for a variety of reasons. As it 
was said here a moment ago, the Pennsylvania Railroad system had 
decided to retain control of its system, perhaps because it wants to 
control its employees to a certain extent. Some of the railroad sys- 
tems, they found that where an employee expected a pension at the 
end of a certain period, and he was approaching that period, that ho 
was not so likely to join any labor movements as he would be if he 
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were not so situated. That is one reason why large corporations like 
to control their pension, systems. 

Senator Kirby. They would have the exclusive use, then, of the 
fund too ? 

Representative Keating. Yes; but you will find largely that it is 
because of the control it gives them over industrial conditions. 

Senator Kirby. What seems to be the consensus of opinion, so far 
as it is indicated by practice, about whether the cost of it should 
exclusively be borne by the employees or whether it should be divided 
between the employees who are to be benefited by it and the 
employer? 

Representative Keating. I find that there is a very wide difference 
among the Federal employees themselves upon that point. I think 
that the witness who testined here a bit ago — I do not know the gen- 
tleman's name — I think he has stated the proposition very accurately. 

Senator Kirby. I do not mean so much about the employees. I 
mean about the different systems of employers who have to be in this 
retirement svstem. 

Representative Keating. I think you will find most of them bear 
the costs. But the point I want to make to-day is, after this general 
declaration in favor of the general retirement law, which I think 
Congress should take up very seriously and should have taken up as 
these gentlemen have suggested, first by examining the executive 
officials of the Government to ascertain the necessity for the law, 
and you will find that practically every departmental chief will 
say to you what Mr. Ford said to you this morning, that retirement 
is necessary in order to bring efficiency in the Government. 

Senator Kirby. I think that might be generally conceded. 

Representative Keating. You concede that point, and then the 
next point is to have experts, as this gentleman has suggested, to 
come in here and toll you as nearly as actuaries can, the cost of the 
system. 1 think thai most of us will agree that a man who is retired 
at C") or 70 should receive at least $75 a month, or $900 a year. A 
man of that age can not maintain himself for less than that. So 
1 should probably agree upon a minimum that a man should receive 
upon retirement. Then the actuary can tell you how you can obtain 
that uiinjmum, what the cast of that minimum will be, as nearly as 
actuaries' figures can reach it. I think that the proposition should 
be taken up in that way — that a general measure should be put 
througli Congress. That can not be attained at this session of Con- 
gress, because you gentlemen know we are rather confined to war 
legislalicin, and it has occurred to me that possibly we could get 
through iiu emergency measure which would talce care of the pressing 
cases, and at the suggestion of these Federal employees I introduced 
a bill which has been referred to during the hearing, and if you 
have not a copy of the bill in the hearings I should like to put a 
copy of the bill in the hearings at this time. 

llie Chairman. We would be very glad to have it. 

Representative Keating. As I say, the bill was drafted after con- 
sultation with the gentlemen who have testified here. 

The Chairman. As I remember, this just applies to the print 

Representative Keating. My bill provides that whenever an em- 
ployee in the classified service has attained the age of 65 years and 
who has served the United States for a total period of 15 years and 
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less than 20 years may upon his or her request be retired on an an- 
nuity equal to 35 per cent, of such employee's average annual salary 
or compensation from the United States for the 10 years next pre- 
ceding the date retirement is to begin; that if such employee has 
served the United States for a total period of 20 years and less than 
25 years, the annuity shall be equal to 40 per cent of his annual 
salary ; if he has served for a total period of 25 years and less than 
30 years, his annuity shall be 45 per cent; and if he has served for 
a total period of 30 years or more, the annuity shall be equal to 50 
per cent of his salary. If such employee has attained the age of 60 
years and has served for a total period of not less than 15 years 
may request, and if the head of the department or independent 
branch of the service of the United States under which such em- 
ployee is employed shall approve in writing, as prescribed by the 
Commissioners of Pensions, such employee shall be retired on an 
annuity according to the provisions of section 2 of the act, the same 
as if such employee had attained the age of 60 years. 

Then it provides that the head of any department or independent 
branch of the service of the United States may, in the interests of 
greater efficiency and economy, compel the retirement of any em- 
ployee of his who has attained the age of 65 years. 

According to the best figures we could obtain, that would affect be- 
tween six and seven thousand employees. 

The Chairman. How much would your bill cost if put into effect ? 

Representative Keating. What were the figures we got? 

Mr. Jordan. I can not answer that, but Mr. Brown can give you 
the figures on that. 

The Chairman. He has promised to give me the figures for each 
of these bills. 

Representative Keating. Generally speaking, the claim has been 
made that most of those affected are not rendering any great amount 
of service to the Government at the present time. If they could be 
retired on half pay, the Government would have half their present 
salary with which to employ their successors, and of the 6,000 or 
7,000 superannuates who are now rendering service to the Govern- 
ment, of course you would find 2,000 or 3,000 employees who would 
be rendering services to the Government, and to that extent the Gov- 
ernment would benefit by the enactment of the bill. Of course, I 
can not say that there is not anyone connected with any of the 
departments who is not rendering the same service to the Govern- 
ment, but I have heard the assertion — I have not had an opportunity 
to authenticate that — where a $900 clerk could render as much service 
as five or six of these superannuates, and I presume there are certain 
instances in the Governmetn service. 

The Chairman. Do you think it ought to be a compulsory retire- 
ment ? 

Representative Keating. Oh, yes. I do not think that any other 
system will work. I do not think you will ever succeed in getting 
through Congress a bill which does not provide for the employees 
making a contribution, as a practical legislation proposition. 

Senator Kirby. Cooperative basis of payments ? 

Representative Keating. Yes. I believe it will be necessary for 
you to suggest a bill which will provide for the employee contributing 
about 50 per cent. 
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The Chairman. Have you any idea what it would cost to put in a 
general system? Do you believe 5 per cent of the salary will bring 
it about? 

Representative Keating. As I suggested to Senator Kirby while 
you were out, this is a question upon which a layman's opinion does 
not amount to anything, but I have heard all of these various figures. 
As I suggested to Senator Kirby, I believe that we should in the first 
place decide if we want this thing. 

The Chairman. Of course you can not decide that until the bill 
actually comes up to a vote. 

Repr^entative Keating. No. That is not th)e proposition^ I 
mean, so far as the committee is concerned. It is just like our Com- 
mittee on Reform in the Civil Service. This committee as a matter 
of policy can decide that the United States Government should have 
a retirement system. Then it should decide in a general way as to 
what kind of a system you want. 

The Chairman. Whether it should be cooperative or not ? 

Representative Keating. And the size, too. As I suggested a 
moment ago, I think we could agree that when a man or woman 
reaches that point that he or she should be retired, that $75 a month 
is to be the minimum that will support the superannuates. That 
being true, I think the provisons of this bill are reasonable, that 
a $900 pension may be granted. Then, if you bring in your ac- 
tuaries and give them that problem to figure out, they will be able 
to tell you very accurately what the probable cost will be, and I 
will take their judgment of it, but this Government is rich enough 
and strong enough to determine upon this policy without first con- 
sidering the cost, because the cost is not going to be such a staggering 
sum that the Government can not aflFord it. I think that the con- 
sensus of opinion among the men who have had actual experience in 
Government service will be that the Government will benefit and 
profit from this thing, that it would be a splendid business move; 
and I think that any of us who have had an opportunity to go 
through these various departments and have seen these old men and 
old women staggering around there must realize that they very 
seriously retard the work. 

The Chairman. Roughly estimated, how many people would you 
think might be affected by this bill ? How many people are there in 
the Government service that would possibly be affected by the re- 
tirement system ? How many, as a general rule, are there who would 
be subject to the system? 

Senator Kirby. Over 70? 

The Chairman. Not over 70. 

Mr. Jordan. I would say 50,000 would be subject to the provisions 
of that bill. 

The Chairman. That is what I was trying to get at. 

Representative Keating. It has been estimated, and Mr. Brown 
should be able to give you the figures approximately correctly, but 
our estimates are based upon the work that these gentlemen have 
done, that six or seven thousand men would be affected by this. 
As a matter of fact, these civil-service employees have done prac- 
tically all the work along retirement lines. They have gone out 
and collected data and encouraged this propaganda generally 
throughout the country. The executive departments should have 
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done that work. The executive departments should now be before 
this committee submitting very accurate figures as to the cost, because 
any business man would see the necessity for installing the system. 

The Chairman. I think the executive departments are generally 
favorable to it. 

Representative Keating. I think so. too. But Mr. Brown^ having 
been working on it for some time, should be able to provide that 
data. But I would like to see some such measure as this bill enacted^ 
and I will leave the matter in your hands, as to whether it should be 
passed as an emergency measure or not. 

Senator Kirby. Your idea is that it must be a cooperative plan 
and compulsory, so far as the Government is concerned. Let the 
Government require the employee to pay so much and the Government 
pay the balance. Is that your idea ? 

Representative Keatikg. I think, as a practical legislative prob- 
lem, without regard to what they may think individually, we can 
not get the bill through Congress except on a half-and-half plan, 
and I am in favor of that kind of a proposition rather than have 
no retirement bill enacted. 

The Chairman. Assuming that the cost would be 5 per cent — ^we 
will take that as an arbitrary sum — do you believe that the employees 
would be willing to contribute 2^ per cent? 

Representative Keating. I do not know as to that. I think a great 
many of them would. 

The Chairman. You would have to have it compulsory in order to 
make it effective? 

Representative Keating. Oh, yes; and, I think, along those lines 
the bill should recognize the fact that a great many of these employees 
believe that the young employees should not be taxed to taKe care 
of the superannuates who are now in the Government service, and 
that the Government should shoulder that part of the burden itself. 

The Chairman. In the beginning? 

Representative Keating. If the young man who is starting in at 
21 or 22, and who has the proposition presented to him: "If you 
desire to enter the Government service, you will receive so much sal- 
ary per month and you will be compelled to pay 2^ per cent toward 
a retirement fund, and at the end of certain years that retirement 
fund will give you certain benefits," he can accept it or not. 

Senator Kirby. If he does not persist in the employment, that is 
his own lookout ? 

Representative Keating. Of course, there should be some provi- 
sion by which he could get a refund. These are details which should 
be worked out. 

Senator Kirby. Don't you think this should be the other way? 
You are in the Government service — your wages would be $125 per 
month — and we find that the Government is retiring, or it is best 
to retire these people at a certain time because they are not capable. 
"We are going to make your wages $125 less 2^ per cent. If you 
remain with us, you get the benefit of that ; if you do not, your wages 
have been just $122.50." I am talking about getting down to business. 

Representative Keating. Another proposition : If you will take 2^ 
per cent off of salary, that will be used as an argument some day why 
salaries should be increased. 
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The Chairman. Why, of course. Eventually the Government will 
pay it. As a matter of fact, it will go on a cooperative plan, but 
result finally in the Government shouldering the whole burden. 
That is my view of it. 

Representative Keating. That is probably correct, but that is 
neither there nor here. The great big thing for the Government is 
to see that the civil service is rendered efficient, in so far as the retire- 
ment system can do it. 

The Chairman. Unquestionably. As a matter of fairness, both to 
the Government and to the employee, the man or woman who is too 
old should be retired. 

Representative Keating. I thank you, gentlemen. I have taken 
up more time than I had intended to. 

The Chairman. Miss Deal is present and will now be given a 
hearing. 

'13TATEMENT OF MISS ELLIS DEAL, BEPEESENTINO THE SCHOOL 

TEACHERS OF THE DISTRICT. 

Miss Deal. I was asked after I came to say something about the 
teachers. When Mr. Ford was speaking about the necessity for 
efficient service in the departments, and that he could not get work 
from these superannuates — ^that they could not do efficient work, and 
that he could not get the efficient work until he could get rid of them 
so that he could get efficient help — it seemed to me that if it was 
necessary for the civil service, how much more necessary it is in 
the public schools. How can he get the efficient help unless we pre- 
pare it for him ; and while we have the superannuates in the public 
schools, we can not prepare them for him and can not prepare the 
efficient work he is going to need when he gets rid of the super- 
annuates. 

At this time when we are talking about everything as a war 
measure and an emergency proposition, and when we find ourselves 
at war with a country whom most of the magazines and the news- 
papers throughout the country say has arrived at its present posi- 
tion because of the efficiency of its schools, it seems to me that it is 
time for us to take notice and make our schools as efficient as we 
can. We have in Washington a number of teachers who ought to 
be retired at once. 

The Chairman. How many have you over 70? 

Miss Deai/. About a hundred, I should say. 

The Chairman. How many have you altogether? 

Miss Deal. We have about 1,800; something around that. We 
have had votes taken among the teachers in regard to the kind of 
legislation we wanted. We have all agreed on one bill, which has 
been up in the House and the Senate. 

Senator Kirby. What was the bill ? 

Miss Deal. Senator Hollis has it in charge now in the Senate. 

Senator Kirby. I just wanted to identify it. 

Miss Deal. We are all agreed upon that bill. It is a contributory 
plan. We are to pay a certain percentage of our salary, according 
to the age at which we enter the service, and by that we are buying 
our own annuity, and the Congress is asked to pay $6 a year for each 
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year of service. Mr. Brown has all of the figures under this plan. 
We know just what it needs, and we certainly need it badly. We 
have been wanting it for years and needing it for years. We have 
people hanging on, and in the case of the teachers it is not only a 
case of not rendering eflScient work but injuring the children. 

The Chairman. You have no method of retirement now? 

Miss Deal. We have no method of retirement now. We have been 
trying to get it for years. 

The Chairman. The school board has no power to retire or to dis- 
charge ? 

Miss Deal. No; you know, the same is true in the Government 
departments. After the teacher has rendered efficient service you 
can not put her out, and we need the measure badly. 

The Chairman. Capt. Potter, we would be pleased to hear you now. 

STATEMENT OF CAPT. W. M. POTTER, WAR DEPARTMENT 

EMPLOYEE. 

Capt. Potter. Mr. Chairman and gentlemen of the committee, it 
occurred to me yesterday, and this morning again, that perhaps this 
committee would find it to be very refreshing to have some strange 
faces appear before the committee, some that had not been here so 
frequently. Therefore I have made application to appear before 
you. I am in favor of retirement of civil-service employees, and I 
want to say to you at the start that I am in favor of a flat-rate 
pension, to be paid by the Government of the United States. 

The Chairman. You mean by that, so much a month, regardless 
of what the employee formerly had? 

Capt. Potter. Yes, sir; and my argument in support of that is 
this, and I think it is patent to every person. I have a wife and 
myself to support, and I am getting the munificent salary of $100 
a month. I served four years and three months in defense of my 
country. My wife has been totally blind for 18 years. You can 
make your own computation of the amount of money I can save 
under those conditions. In the language of the immortal, we are 
confronted with a condition and not a theorv, and I want to be 
frank in my acknowledgments in favor of the Government, and I 
want the Government to do the same with me. When I came into 
the service I was a vigorous, strong, mature man. I could perform 
a wonderful amount of work, and I did do it, and my efficiency 
record, monthly or bimonthly, or biannually, will show that. I 
can not do that now. 

The Chairman. What is your age now? 

Capt. Potter. I was 75 years of age last March, and I can not 
perform the same amount of labor, although I am trying to do the 
very best I can. The work that I am employed on does not take 
very much physical strength. I am employed at what is known as 
a comparer in The Adjutant General's Office. We are carding the 
records of the Confederate Army for historical purposes, I believe, 
and they are copied on cards, and those cards are submitted to a 
comparer, and he compares them, and then they are sent to a recom- 
parer, and I am working on that work. Of course it does not take 
much physical strength. My mentality, I thank God, has been 
pretty well preserved along that line. 
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There is a condition that exists, and that is this : The Government 
of the United States js. in a condition, especially at the present time, 
when they need efficient, strong men; they need men who can, with 
due application, stand up under a greater amount of work than any 
of us old men can stand up under. The question is. How shall we 
get rid of these old employees ? Humanitarian talk brings us to the 
conclusion that it is not right, for I have been in the public service 
as a clerk in the War Department 31 years — ^they can not arrive at 
the conclusion that it would be proper to turn me on the streets with- 
out anything, in the condition that I have indicated to you my family 
is in. How shall we do that? How shall we get rid of them? In 
conservation of the funds of the United States, I, for one, am willing 
to make the concession to accept the lowest price per month that the 
Government thinks I ought to have, and that I could subsist on, and 
I have thought and I am making this statement on my own authority 
and in accordance with my own judgment. I do not belong to any 
society or anything. I am the commander of the Grand Army post 
here in the Department of the Potomac, and I speak particularly 
;"ith regard to my comrades, of course. I have no computation made 
of the number of clerks that are superannuated, but the question is, 
What could I live on with my wife? I would be in favor of a flat 
rate, not below the minimum of $50 a month. An old soldier or an 
old citizen, who is superannuated, if he has been economical, or if he 
has saved anything, as I have — I have no bank account, but I have 
a humble home here in East Washington — I could live on $50 a 
month, and would be glad, God knows, to take that $50, if my coun- 
try, for whom I have served both in war and in peace, would see fit 
to give that to me and my blind wife. I would not want to impose 
upon the Government, because I have the same patriotism and the 
same loyalty to my country from the financial point of view that I 
had when, a country plowboy, I unhitched the horse and went home 
and told my father I was going into the war in April, 1861. 

I still retain that feeling toward my country, and now it is in 
greater distress, in my judgment, than then; I still retain it, but I 
would like to see you gentlemen formulate and press through to 
passage a bill that would make a flat rate, for, as I told Mr. Gillette, 
of the House, on one occasion — ^he said : " Why would you have a flat 
rate? Would you give the $1,000 clerk the same amount that you 
would give the chief of the division, who is getting $2,500 or 
$3,000?" It just takes the same amount to feed my wife and my- 
self that it takes to feed the chief of my division and his wife, and 
if I have served my country civilly and in a military capacity, and 
he did the same, we are on a par, and you should just determine how 
much it will take to support two persons, and I would like to see you 
pass a bill to that effect, for I am old and I am getting weaker and 
weaker. 

I want to say, and you will pardon me for being specific in this 
matter, I have watched the increase of age in my companions work- 
ing in the War Department pretty closely, and I find that the rate 
of mortality in the department among my comrades has been far in 
excess of that among any other class of people, and any act of Con- 
gress that can be passed by this Congress and another one, will 
affect more largely those who served their country in its distress ip 
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time of war than any other class of people. That is a fact, and it 
can be proven by the statistics. 

I would like to get out of the public service. I can not afford to do 
it. I have got a charge on my hands, and I have only two sources, 
my effort or charity — and I have never had in the public service, in 
the capacity of a civil-service employee, a single solitary sou except 
for myself in any capacity, and that was given to me because I had 
been, as they thought, a good soldier, and I have served faithfully. 
I think. 

Now, gentlemen, I am going to conclude. I have not anything 
more to say on this subject, and I can not see how it would be right, 
even though you advanced my salary, if I were a young man, and 
then took the advance right away from me to provide for a pension 
for my future after I became 70 years of age. Another thing I have 
noticed, and any man who has been in the public service has; Dr. 
Jordan will notice the same thing, I have no doubt, in the Treasury 
Department as I have in the War Department. Young men come into 
the classified civil service by examination, accept appointments, and 
then — ^thej^ come into the classified service and before they are there 
six months a large percentage of them desire to take up some profes- 
sion, and they go to studying law or medicine, or something. The 
result is, if they had a fund created by themselves which would be a 
rebate at the end of 6 or 10 years, it takes some time — ^my experience 
proves it to me and would to you nnd anybody else, your stenographer 
and typewriter is better after you have had him or her with you for 
some time — and at the end of the six years they would take what 
they had accumulated and get out. You have got to train another 
woman or man to take the place of the man who has left. 

Senator Kirby. Suppose we do not let them take that out? 

Capt. Potter. That is my plan. I am in favor of that. If there 
is to be any assessment taken from their salaries, let them know when 
they put it in it is going to stay there, and when they get out they 
will have to take to the road and get away. 

I am very thankful that you have given this old soldier an oppor- 
tunity to speak to you. 

The Chairman. We will now hear Dr. Maddrill. Proceed and 
tell us what you know about retirement. Doctor. 

STATEMENT OF DR. JAMES D. MADDRILL, ACTUARY, BITREAXT 

OF EFFICIENCY. 

Dr. Maddrill. I came this morning at the invitation of the chair- 
man to sit in at the hearing and learn what I could. I have just 
entered the Bureau of Efficiency and expect in a humble way to con- 
tribute what I can, particularly to the actuarial side of the problem. 

The Chairman. Have you figured out any estimates as to the cost 
of any particular plan ? ' 

Dr. Maddrill. Not thus far, Mr. Chairman. Mi*. Brown's staff 
has been accumulating the statistics necessary for these calculations, 
and a plan is being outlined to expedite the computations, which 
ought to be completed by the end of the year. Most of the returns 
have been reviewed to eliminate inconsistencies or manifest errors; 
and the information is being translated into code so that cards can 
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be punched and the tabulations done by machines. Hates of retire- 
ment, etc., can then be put into the tables, and after that the predic- 
tions can be made. 

The Chairman. Would it take very long to ascertain this, Doctor? 
Assume that Congress wanted to commit itself to a retirement plan, 
and then assume, in the next place, that they will retire all employees 
who have reached the age of 70 and who have been not less than 15 
years in the service, at $50 a month. It would not take a great deal 
of w^ork, would it, to ascertain just what that would cost the Govern- 
ment if it paid it all or cost the Government if it paid half of it? 

Dr. Maddrill. The calculation would be £^ comparatively simple 
one if all the statistics were up to the minute. 

The Chairman. I feel this way, that any bill we have or that we 
may attempt to put through the Senate ought to have the support of 
the Bureau of Efficiency. I do not ^ee very well how we can get 
along without having their hearty cooperation and the facts. What 
we need are facts. It is not going to be an easy thing to get a bill 
<)f this kind through Congress anyway, and we have got to have the 
absolute facts to substantiate every position taken in the bill. We can 
not get that better, in m}^ judgment, than through this Bureau of 
Efficiency, and we are looking to you gentlemen to give us those facts. 

Dr. Maddrill. I believe that the method which has been started 
and is under way is the best method to pursue. The statistics are 
being cut off, so to speak, as of the date July 1, 1916. 

The Chairman. You mean so as to cut off the abnormal conditions 
that exist now ? Is that one of the reasons? 

Dr. Maddrill. That was not my thought, though that is one reason. 
My point was that for any such plan it is necessary to have the sta- 
tistics taken off for all employees in the service at some particular 
instant, estimating separations likely to occur among them in the 
future from the rates of separation recorded for some previous term 
of years among employees in similar service. I am not prepared to 
go into details, but I think, to answer your question, that the bureau 
can agree to have cost estimates made in more or less final shape by 
the end of this year. 

Mr. Brown. I think that can be done by the beginning of the next 
session of Congress. 

Dr. Jordan. I w^ould like to ask Mr. Brown, in connection with 
that suggestion, whether he could not submit to your committee the 
estimate of the cost on these several bills. These bills have never 
been fornially referred to Mr. Brown. For example, here is Mr. 
Keating's bill, pending before the House Committee on Reform in the 
Civil Service. When h?< submits these figures to your committee 
could he not give us the cost that would be involved in putting into 
effect either one of these several types of bills? 

The Chairman. I would be very glad if Mr. Brown is willing to 
refer to each one of these. Senator Wadsworth has one, and Mr. 
Keating has one, and there are several others. 

Mr. Brown. At the time the resolution was passed directing the 
Bureau of Efficiency to make these calculations. Senator Pomerene, 
the former chairman of your committee, asked us to calculate the cost 
of each of the leading bills then under consideration. So it is oup 
intention to give you comparative figures. 

1777—17 17 
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The Chairman. Then I would like to have your recommendation, 
if you will. If you desire to draft a bill that you think would be a 
workable measure and give us the figures on such draft, independent 
of those that are already in, I would prefef that. Of course, it is 
largely a matter of calculation. If once we get to the point of adopt- 
ing a plan — ^in other words, if it is the task of Congres?s to give a bill 
of some sort — ^then it is just a matter of figures. 

Mr. Brown. That is all. 

The Chairman. And calculations made upon certain statistics? 

Mr. Brown. Yes. 

The Chairman. Your department would be the place to get that 
information, and what I would like you to do is this : I would be very 
glad indeed if you would report on the cost of these various bills and 
make such comments as you desire about them; but if. in your judg- 
ment, none of them reaches the desired end I would like very much 
to have you draft a bill which would meet the desired end, in your 
judgment, and give us the cost of that bill. 

Mr. Brown. We shall be very glad to do that. Mr. Chairman, and 
I should like to ask the privilege of conferring with 3^^011 and the 
members of your committee 

The Chairman. Why, of course. 

Mr. Brown (continuing). To be sure that our plan meets the 
wishes of the committee. The nearer the bill comes to meeting the 
views of all concerned the better. 

The Chairman. T^nless we get together we won't get any bill 
through at all. 

Mr. Brown. I think that is true. 

The Chairman. And one way to get together is to have the abso- 
lute facts on which any bill is predicated. For instance, if you find 
that Senator Wadsworth's bill is the proper bill, or Mr. Keating's 
bill is the proper bill, if we can all get together along that line, that 
is the best way to work it, and we are obliged to depend on your 
department to give us the facts. 

Mr. Brown. We are in a better position to-day to give accurate 
figures than ever before. Never before have we had the statistics 
from which to calculate the rate of separation from the service, or the 
rate of mortality, and so on. 

The Chairman. The doctor just a moment ago mentioned the 
fact that you are obliged to calculate the cost of the pensions as of 
an arbitrary date — July 1, 1916 — and that is all right. At the same 
time I would like to know what effect the unusual conditions pro- 
duced by the present war have had or would have on any system 
that we might adopt. 

Mr. Brown. f)f 'course, if a straight pension were adopted, those 
persons who have come in recently would be pensioned entirely at 
the expense of the Government. If a contributory plan were 
adopted, it would cost practically nothing to pension these persons 
who have been in the service but a short time. 

The Chairman. There is one other feature that I want to call 
your special attention to in making the investigation. Manifestly, 
if a cooperative plan is adopted, the people who would be retired at 
once would be in a very different position from those who are just 
coming into the service or who have been in the service for some 
time. I should like to know how much it will cost the Government 
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to r«iu'e persons of various lengths of service and salaries, and also 
what their contributions will be. 

Mr. Brown. We shall be glad to give you the rates of contribution. 
The cost of pensions to persons retiring, at once will have to be borne 
by the Government under any plan, whether it is a contributory plan 
or not, because such persons will have no time in which to contribute. 
The cost to the Government under a contributory plan would, of 
coui-se, be less than the cost under a straight pension plan. These 
are the figures we expect to give you in detail for the different plans. 

The Chairman. You do not think you can make that report before 
the 1st of December? 

Mr. Brown. We are putting forth every effort to complete the 
report at the earliest moment. The only reason we put the date as 
far off as December is because the departments are so pressed with 
war work. Where our statistics are incomplete we find it difficult 
to get the attention of the people in the departments long enough 
to complete them. For instance, in the Navy Department that is 
particularly true. The New York Navy Yard said that they arft 
absolutely unable to give us the figures Ave want. We hope we can 
get them later. 

Dr. Jordan. How about the other branches of the service? Have 
they reported on these statistics ? 

Dr. Maddrill. Most of the other branches have reported more or 
less completely. We have had a great many duplications and omis- 
sions and are doing, what can reasonably be done in the available 
time to straighten that out. 

The Chairman. There is this to be considered. The House, under 
the rules, f^an not take up this measure at this present extra session, 
so that no time will be lost. . However, I have held these hearings so 
that we might have the matter well under way and so that we might 
get this very data which is essentially necessary in the preparation 
of a bill. 

Dr. Madduill. We \^ant to cooperate with you in every way we 
can. 

Dr. Jordan. Mr. Brown, as he told you when he was here before, 
has in manuscript a report of the Canadian system, and at the pres- 
ent time no provision has been made for the printing of that report. 
Is it possible to have that printed by your committee? 

The CHAiR^rAN. How large is it? 

Mr. Brown. I have a copy of it here. 

Dr. Jordan. It is a very valuable report. 

The Chairman. It looks like a very big one. 

Dr. Jordan. It goes into the whole system of the Canadian Gov- 
ernment. 

The Chairman. Would it not be better to have it printed as an 
appendix to this hearing? 

Mr. Brown. That is a matter for you gentlemen to decide. It was 
prepared under the direction of Dr. Neale when he was commis- 
sioner of labor. It is one of a series of reports that Mrs. Brown and 
I prepared for that bureau. 

The Chairman. It has never been pi'inted? 

Mr. Brown. No, sir. 

The Chahiman. Has it been printed in Canada? 

Mr. Brown. It has never been printed at all. 

Mr. Bodenhamer will now be heard. 
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STATEMENT OP ME. M. A. BOBENHAMEE, PBESIBENT OF CO- 
LTTMBIA TYPOGBAPHICAL UNION, NO. 101, WASHINGTON, D. C. 

Mr. BoDENiiAMER. Mr. Chairman, I did not come to the hearing 
tills morning prepared to make any statement of any kind, but to 
indorse the general principles of the bill now before 3'our committee, 
on behalf of the typogiaphical union. We realize the necessity and 
the importance of s^)me legislation of that kind. We have in the 
(rovernment service, in the (Tovernment Printing Office, a thousand 
of our mcniLers of the typographical union of this city, quite a few 
of them, of course, now more or less superannuated. They are not 
able to give the (lovernment full value for the compensation they 
receive, but the (Tovernment is not in a position to put those faithful 
old employees out on the street, and could not if they wanted to. 

In the International Typographical Union we have a pension sys- 
tem now under the contributory plan. We pay our superannuated 
members $5 a week after they have been affiliated with us 20 years, 
and have leached a certain age, and we have found that that has been 
of very, very great interest and importance to the organization. The 
old men who have been the backbone and really the bulwark of the 
organization since its incipiency have got to have something to fall 
back on in their old age. Their compensation is not sufficient for 
them to lay by enough to live on after they have reached the point 
where they can not work any longer. We found that out some time 
ago, and our pension system has been woi'ked out from that fact. It 
is costly, of course, to the membership, but it is well worth all the 
cost, and more, too. The Government would find that out if it were 
to put that same system of pensioning of those superannuated em- 
l)loyees into operation. 

The Chaikmax. What year do you begin — 70? 

Mr. BoDENHAMER. We begin at 65, but under certain conditions, 
in the case of disability, of course, they begin sooner. Our Interna- 
tional Typographical Union has at Colorado Springs a home, and 
under certain conditions those members who are not eligible for ad- 
mittance to the home are put on the pension roll, whether they have 
reached the age of 70 or not. If they have reached a stage of dis- 
ability where they can not earn a living at their trade they make ap- 
plication for admittance to this home, and if there is not room for 
them or their disability is such as can not be taken care of at the 
home, their names are automatically put on the pension roll at $5 a 
week. That costs the international one-half of 1 per cent of the earn- 
ings of all its members per year. 

The Chairman. Do they contribute themselves? 

Mr. BoDENHAMER. Yes, sir. 

Senator Wolcott. What does that amount to in a lump sum of 
money in a year — one-half of 1 per cent? 

Mn BoDENHAMER. For the year ending May 31. 1917, $351,505, 
the receipts for the same time, at one-half of 1 per cent, being 
$eSr)6,267.15. 

The Chairman. How long have you had it in operation? 

Mr. BoDENHAMER. The pension system has been working since 
1908—10 years. 

The Chairman. And one-half of I per cent pays it? 
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Mr. BoDENHAMER. Yes; the assessment is one-half of 1 per cent. 

Senator Kirby. Have you more than one home? 

Mr. BoDENHAMER. No, sir. 

Dr. Jordan. The cost of that is increasing year by year? 

Mr. BoDENHAMER. We have not increased the per capita payment. 
Of course, the pension is increasing. We have got to the point right 
now where the expense just about equals the income of that system. 

The Chairman. It will be more than doubled in 20 years. After 
it has been in operation for 20 years, as I understand these figures, 
they more than double. 

Mr. BoDENHAMER. Wc liave found that out, as I have said. At the 
beginning we laid by a fund for this pension system for a long time 
before it went into operation, and that principal fund has never been 
touched. We have simply lived on the income, but the income now is 
being just about taken up with the expense, without going into the 
principal fund, so that sooner or later we are going to either increase 
the assessment or reduce the pension; and, of course, we will not 
reduce the pension but we will increase the assessment. 

There has been and is now an agitation to increase the pension to 
the old members, and there is quite a great deal of merit, we consider, 
in the proposition to increase it, but until we have reached a point 
where we can afford to increase the assessment, of course we can not 
increase the pension. It is something that the Government can well 
look into, that you gentlemen can well look into, and find out the 
operation of that system and the benefits that accrue to the old-age 
members of the International Typographical Union from it. 

Dr. Jordan. How many members are affected by that system 
throughout the United States? 

Mr. BoDENHAMER. Do you mean on Ihe pension roll? 

Dr. Jordan. No; I do not mean pensioners. How many are con- 
tributing to the fund? 

Mr. BoDENHAMER. Our membership is 65,000. They have on that 
pension roll at this time 1,509. Since the pension has been in opera- 
tion the International Typographical Union has paid a total of 
$2,026,042.70 to its superannuated members. In the same time it has 
paid almost an equal amount as mortuary benefits, the money being 
raised the same as for the pension. 

The Chairman. Mr. Laclair, the committee will be glad to hear 
from you. 

STATEMENT OF MR. H. T. LACLAIR, EMPLOYEE OF WASHINGTON 

NAVY YARD. 

Mr. Laclair. Mr. Chairman, I can state that I represent a part of 
the supervising force of the Washington Navy Yard, and some of the 
people that appeared before the committee previously spoke of this as 
a possible emergency war measure. In a sense it would help the situ- 
ation very materially in the navy yard. 

The Cpiairman. Have you many superannuated employees in the 
navy yard? 

Mr. Laclaib. Not to the extent that they are in the clerical depart- 
ments. Very few of the men reach the age in the mechanical depart- 
ments. We do not appear to have so many old men above the age 
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of 70 in the mechanical departments. Whether they die or not I 
do not know, but we have looked over the situation in the shop where 
I am employed, and we found one man who had reached the age of 
70 and who is to a certain extent retired, so far as we are concerned. 
We are paying him the same rate of pay he has always received, but 
he is not doing the same kind of work or the same amount of work, 
and right alongside of him, showing the disparity of age at which 
men lose their efficiency, there is a man of 60 years of age who is per- 
forming his regular work as a machinist, and these men, we believe, 
become inefficient at an earlier age in the mechanical branches of the 
service than in the clerical forces. 

Of course, it is not universal. Some men last longer than others, 
but we find that men are responsible for getting out the products 
in the plant down there; that we get up against this same proposi- 
tion that all of the other departments do. We find men that get old 
on the work. They are good men and have done good service and 
are getting too old to keep up the pace, and the pace is getting faster 
every year, in our industry as in others, and we have got to have 
some relief somewhere in order to get out the product and give the 
vounffer men a chance. If we had some svstem of this sort — some 
sort of retirement in vogue — we could take these men after they are 
unable to perform their regular duties and take them out, and we 
could get apprentices in their places to do their work at consid- 
erably less money, and in that way it would be an economy. We 
could no doubt get just as good and better work out of these boys, 
and to that extent I think it would be helpful to the general effi- 
ciency of the plan, and it really is, in my opinion, very necessary 
that some system of retirement should be put into vogue as soon as 
possible, so as to get rid of these old men whom we can not discharge 
and do not want to discharge, but who should be gotten rid of so as 
to make room for more efficient men. 

The Chairman. Next is Mr. Smoot. You may proceed now, Mr. 
Smoot 

STATEMENT OF MR. W. H. SMOOT, OF THE NAVAL GTTN FACTOEY. 

Mr. Smoot. Mr. Chairman and gentlemen of the committee, the 
question of retirement has been pretty thoroughly, to my mind, dis- 
cussed here by the various departments and those who are in charge, 
and so on. I am representing the employees of the Naval Gun Fac- 
tory, one of the industrial departments. We in our department, 
the industrial department of the Government, have a different con- 
dition confronting us than the majority of the Government em- 
ployees. As Mr. Laclair has stated, they reach a mature age, or an 
age of deficiency, much earlier than they do in the executive and 
judicial departments of the Government. 

I have listened with quite keen interest to what has been said here 
with reference to retirement, and I want to criticize especially, not 
to do it pointedly or to critize anyone in particular, but speaking 
of the cost of this retirement and relative cost and expense and the 
comparative salaries paid by the Government and the outside em- 
ployees, I am not saying it to cast any reflection upon the Govern- 
ment officials or the method in which the Government performs its 
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function, but I will say that the Government is obtaining its labor 
anywhere from 50 to 200, and in some instances 400, per cent cheaper 
than the outside manufacturers. 

The Chairman. Why is that? Why will a man work for the 
Government for a salary of $100 a month when he can make from 
$300 to $250 in private work ? 

Mr. Smoot. Mr. Chairman, probably you misunderstood me. 
I mean to say that the cost of a production for the Government to 
let contracts was anywhere from 50 to 200, and in some instances 400, 
per cent — it costing the Government to produce their contracts with 
private firms — ^than to produce it themselves. 

The Chairman. I misunderstood you. 

Mr. Smoot. Of course, we have a great many men in our particu- 
lar line that are making more money than we are ; that is, their sala- 
ries are considerably larger than ours. Of course, some of them are 
working a considerable number more of hours than we are. 

The Chairman. In the War Department, Gen. Crozier testified 
that the cost was about 10 per cent less in the factories than it was 
in the private plants. 

Mr. Smoot. To produce the same work i 

The Chairman. Yes. 

Mr. Smoot. That condition — who made that statement ? 

The Chairman. Gen. Crozier, as I recall, in a hearing over before 
the Military Affairs of the House. 

Mr. Smoot. I would not pretend to criticize Gen. Crozier, because 
he is a man who has had considerable experience in the manufacture 
of ordnance, and he should be thoroughly conversant with that sub- 
ject, but I will give you a statement of the contract cost, not to 
criticize Gen. Crozier at all, but say, for instance — it is a fact; it is 
not a "' for instance " at all — but in the manufacture of munitions 
the Government manufactures 3.8 shells at a cost of $2.92, minus the 
base fuse and primer, and include in that about $5. The same shell 
is manufactured by an outside manufacturer for $17.50 per shell. 

Senator Walcott. To our Government ? 

Mr. Smoot. To our Government. You can just draw a comparison 
there yourself. 

The Chairman. More than three times as much. 

Mr. Smoot. More than three times as much. That is a record of 
Congress. 

The Chairman. I will say this, that Gen. Crozier was testifying 
before the beginning of the war — before the abnormal conditions due 
to the war. 

Mr. Smoot. I would like to state, too, that these figures that I am 
quoting were in 1918 and 1914 — no; it was 1912 and 1913. It was 
even before the European war, so that, it is my opinion, if the Gov- 
ernment is compelled to take such enormous prices for this product 
manufactured by the outside firms, it would seem to me that it would 
be nothing more than fair that they would be willing to divide with 
their employees. 

References have been made that thev consider that we should 
bear at least 50 per cent of the cost of this pension. If we are saving 
the Government millions of dollars even in separate contracts, which 
we do in the Naval Gun Factorv, at this factorv alone in ordnance. 
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we think that the Government should be liberal enough to divide 
with us anyway, and superannuate the employees who have per- 
formed their duties. We are not asking for pensions for men who 
are in position to perform their daily duties like w^e are. Of course, 
I am not one of the young men any more, but I am not one of the 
old men ; but, nevertheless, men of our profession do not last as long 
as they do in the other departments, because of the tax upon them 
and a constant grind and the accurate work that we have to contend 
with. It soon tells on us, and of course our work is entirely different 
from other departments, because we have got to show a considerable 
production in order to make any showing at all, and it takes a yoimg 
and vigorous man to-day to keep the pace. 

I would like to sa}^ also that it has been quoted here that the various 
corporations are retiring their employees, such as the Pennsylvania 
Railroad, the Bell Telephone Co., the General Electric Co., the 
United States Steel Corporation, and other various roads and large 
corporations of the country. In my opinion, I think that a man or 
a woman — I will not exclude the women, because I think they are 
just as deserving as the men — I think that anyone that serves the 
Government 30 years of faithful service should certainly be given 
a privilege after they are physically disabled to retire. I certainly 
think that it should be taken into consideration seriously, because 
we have a number of men with us who have served 30 and 35 years, 
and they are comparatively young men, yet they started at very 
early ages — anywhere from 15 to 18 years of age — and, of course, 
when they have served 30 and 35 years they are comparatively old 
men in a sense. There is no comparison between them and a clerk 
in the War Department, or in any one of the Government depart- 
ments. As I say, there is a great deal more expected and required 
of them, and our duties are different entirely; so it makes quite a 
difference, especially from our manufacturing end, to what it does in 
the judicial or executive departments. 

The Chairman. The committee will be glad to hear Mr. Tighe, 
who desires to submit some remarks upon the subject under discus- 
sion. 

STATEMENT OF JOSEPH M. TIOHE, DELEGATE OF NEW ORLEANS 
BRANCH AND COMMITTEEMAN OF UNITED STATES CIVIL-SERV- 
ICE RETIREMENT ASSOCIATION. 

Mr. Tighe. Mr. Chairman and gentlemen of the committee, the 
preceding four days of hearings having dwelt upon the expediency 
and necessity of some retirement system and the features of the 
several methods, I will only make a short statement, dealing chiefly 
with the failure of enactment of a retirement law heretofore. 

During the last 40 years about 90 retirement bills have been intro- 
duced in Congress, a campaign of education of 40 years without 
results. 

Especially during recent years the failure of enactment of a retire- 
ment law has been attributed to inability to agree upon its terms. At 
the annual convention of the straight-pension advocates on or about 
March 5, 1915, Congressman Goulden, introduced as the father of 
straight-pension retirement, stated that a retirement law could have 
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been enacted about eight years pi^eviously, when, in committee. Chair- 
man (xillett stated a contributory pension law could then be passed, 
but that he (Mr. Goulden) insisted upon a straight-pension plan, 
but had since feared he had erred in such refusal, as he behela the 
steady stream of aged Government employees being sent from their 
life-long occupations to die in the poorhouse. Congressman Goulden 
concluded with the advice to the convention that if they could not 
get their favorite law they should take the next best thing. 

During the last several years we have been denied a retirement 
law on the statement that we were divided on what we wanted — 
into different associations, each insisting upon its favorite method. 

Our country is the only modern civilized country without a social 
insurance system; and, together with Turkey and Haiti, is the only 
country without a civil retirement system. None of those systems 
could have been established had they been predicated upon all the 
employees or all the citizens agreeing upon the terms of the respective 
laws. 

I happen to have had an intimate and satisfactory experience with 
the contributorv retirement svstem of Senator McKellar's home citv, 
whereby my mother was the first teacher to retire under the Memphis 
city schools retirement system, years ago, after 40 years of teach- 
ing. Her aged comrades, in a similar state of collapse, regarded her 
retiring as a risky experiment at first, but later did likewise. While 
the system has since been altered from voluntary to compulsory mem- 
bership, I understand its financial strength has continued to «rrow 
during its nine years of existence. 

The preceding portion of this hearing has shown that the effect of 
the straight pension plan is to leave the widow and children the worse 
for it, as the employee, having worked for less salary during his life's 
work than he would have without the pension in view, he has more 
likely been unable to ^accumulate the nest egg or other investment the- 
extremely frugal may have accumulated; and the pension dying with 
the employee, both before and after retiring, the widow and children 
are left destitute. 

The president of the straight pension advocates, at the hearing 
May 23, 191(5. stated that a hundred thousand resignations of United 
States Government employees had occurred since 1908. Those men 
should not lose the withheld portion of their pay, termed deferred 
pay, as such flocking out of the service can, not be the fault of the 
employees. Whereas by the contributory method, having the fea- 
tures of the savings bank account, the employee possesses some capital 
on which to recommence life's occupation or to leave as a little estate 
to his dependents. 

The Studensk}^ manual, previously submitted, after making a 
much more detailed comparison than the foregoing, concludes with 
recommending a combination of the straight and contributory 
methods as a generally satisfactory compromise and promotive of 
best results. This seems to be the unanimous opinion at this series 
of hearings, as well as to accept any system your committee will de- 
cide upon, and this I heartily indorse. 

A glorious credit to the contributory method is the Washington 
Soldiers' Home. It was launched about 1857 on an unclaimed bit of 
Mexican War soldiers' prize money and an $18,000 unused remhant 
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of a relief fund ; later it received courts-martial fines and a 25 cents 
per month assessment on the soldiers' pay ; about 16 years ago said 
assessment was reduced to 12J cents, and altogether discontinued in 
1908. And the mone}^ thus accumulated established the 5003 acres of 
the most beautiful gi'ound about Washington, and the many build- 
ings costing as high as a million dollars each, while the income on the 
unspent portion (several million dollars) maintains the home in per- 
petuit3\ 

The Chairman. Mr. Alcorn desires to make a few^ remarks now. 
You may proceed, Mr. Alcorn. 

STATEMENT OF E. H. ALGOEN. 

Mr. Alcorn. Mr. Chairman and memb<»rs of the committee, there 
has been much said here on this subject; ir« fact, all the departments 
of the Government have been heard from, so in closing let me sug- 
gest, aside from the Pension OfBce handling the proposition, the 
creation of a board or commission for the administrating of any re- 
tirement plan that is a nonpartisan board, consisting of not more 
than five members or less than three, appointed, say, for two, three, 
or four years, the chairman being a four-year member. I believe one 
or two of the board should be representatives of the employees; 
that is, appointed from the service. Of course, this can all be ad- 
justed w^hen Congress is fully determined to settle this matter. 

While we had hoped that there might be some action taken at this 
session, it seems now that the best we can hope for is some action in 
the next session, beginning in December. 

Believing you, Mr. Chairman, with your committee, will do all 
you can to get this much-needed law enacted in behalf of the civil- 
service employees, I want to thank you and the members of your 
committee for granting this hearing. 

The Chairman. This concludes tJe hearing upon the subject under 
discussion, so the committee will sta id adjourned. 

(Thereupon, at 12 o'clock m., tlif committee adjourned, subject to 
the call of the chairman.) 
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